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STUDY OF EXPORT-IMPORT BANK AND INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEVELOPMENT 


TUESDAY, SEPTEMBER 15, 1953 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washinaton. D. ( 
1] 


The committee met pursuant to cali in the caucus room, Senate 
Office Building, at 10:15 a. m., Senator Homer E. Capehart, chairman, 
presiding. 

Present: Senators Capehart, Bricker, Bennett, Bush, Beall, Payne, 
Maybank, Robertson, and Freat 

The CHarrmMan. The n 

We will insert Senate Resolution 25, under which we are proceeding, 
in the record for the information of all concerned 

(The resolution is as follows: 


1eeting will please come to order. 


Re solved That the Com: { | I a i ¢ rre!r \ rany | ly withoriz 
subcommittee thereof, is author { and direct to ma a thoroug! 1 f 
the « perations of the Export-Import Bank and the International Bank for Rec 
struction and Development ar heir relationship to expa n of international 
trade. 

Sec. 2. For the purposes of this resolution, the e or any duly aut - 
ized subcommittee thereof, is authorized until January 31, 1954, inelusi | 
make such expenditures as it deems advisable within the limits of funds made 
available by this resolutio1 ») to empk ipon a temporary basis such technical, 
clerical, and other assistants as it deems advisable; and (3) with the nsent of 
the head of the department or a ney concerned, to tilize the reimbursa 
services, information, facilitl ind perso! l of any f the departments or 
agencies of the Government 

Sec. 3. Expenses of the committee under this resolutio1 iich shall not exceed 
$67,000, shall be paid from the cont nt fund of the Senate upon vouchers 


} fF 4 


1 by the el 


approved airman 


The CHAIRMAN. We are going to have a number of talks. Due to 
the arrangement of the microphones, we will have to remain seated, 
which is probably better, anyway 

I want to explain the arrangement in this room and who are present. 

On the right is our ad) Isory committee, made up of over 100 
members. The names of all members of the committee will appear 
in these proceedings when printed 

On the left is the press, and in the rear are observers, whom we are 
happy to have. 

Here at the head table are members of the Senate Banking and 
Currency Committee, Cabinet members, and others 

Let me tell you how rrateiul ve members of the Senate Banking 
and Currency Committee are to you 100 or more businessmen, labor 
leaders, farmers, and others for coming here at your expense and 


offering your services to us in this study that we have been authorized 


1 


38595—5 3——_ 








; IK 
\ ! ( how d rea pprec) it [rom 
' ) 

Mr. Martin, the Chairman of the Federal Reserve Board, is present, 
as is Mr. Mek the Secretary of the Interior. Thev are sitting at 
tl fal unt Cun I thre e going to hay to leave in about 

o | vould ] | ke to have both Ol {| 1h) stand up aha 
them heer, will yu, Dleas 

| I [ekay, the Secretary of the Interion 

| forme \ir. Martin has already gone. 

Che purpose of this study is, I think, twofold 

We Re blicans—and I do not say that ina spirit ol partisanship, 

| want, and I am sure will have, the full cooperation of every 
Senator on our committee—have the responsibility for running the 


Government at this time We have the responsibility for the pros- 
perity of our people, the responsibility for helpi maintain peace 
! ria it is our responsibility but we canno of course, do it 
alone We ist have the help of the businessmen, the farmers, the 

ror lead and the people as 1 whole 

Phere is no use of us sitting around now—and when I refer to ‘us’ 
ind ‘we,’ [ mean ‘vou there is no use in our sitting around now 
ne ymipl bout what has happened im the past; there is no 


Is Oul Vili “Well f something had been done differently 6 


mol o, or | o, or 10 vears ago, things would be different 
\\ ave to be reatst about this matter We have to face the 
ion as it exists and not a we would LLIX¢ to have it exist 
Kor exal ipl , our country has a $273 billion debt There is no ust 
Wm our sayin that we do not have it We have huge expenditures 
Cher ] ho e im our denvin¢e the act We have worldwide com- 
I Chet OU 1 our denying the 
We have the export Import Bank and th International Bank 
Whether they are good or bad in your personal opmion makes no 
differen We have th . 
We |] ve to be real LE t thi hole b u ss, and we have to 
face the facts as they exist 
\\ | € a no Cu We. I eth prob] Hn Oo] working 
oO {) ntere we scatter a r the world, and there 
] Vil t tl are mv ‘ ise thev ai 
| rhe \ { ( ! | that anv ol Ubi thin a bad 
( hose thi \ ( | ni mply trvi to sav that t| 
\ cea r \ I) ! I t | i 1S LLiy | hay yen 
( n of the B d Curreney Committee, and 
ere Hett co ee in the United States Senate. We, o1 
B ( Cr tee | ( esponsibilit1 
iI ve wal t< ( } 
\ ( I" h Exnort-] port Banl and the 
Int tional Bar We rea Al Vo do, that we cannot have 
prosp ty in tl \ ited Stat and throughout the world 
swe have full « ploy nt If we are going to ha e full employ- 
\« e fore trade ft ems to me that our problem 
ry, very easy to state What we want to do in the United State 
( I} 1" rood to every othe nation mn the world What every 


ot} nation in the world wants t do Is se]] ] re coods to us and to 
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everv other nation. We all w de 1 sa 
Now, is that not the prot | not wl ( io for? 
The foregoing statement is , as histe } 
hundreds of years we hi ‘ ai ie 
and services between nation It wi e \ hou ners - ; 
and 200 vea from now It nace ta ankwe | w- hates. 86 


keep at it, L think, eontin 

lL think another very simple wavy to state this whole busin is this: 
I was never able to sell a man Who di not have an money or ¢ edit 
Of course, that means we are not goine to be able to sell in the United 
States unless we have full emplo ment or pract call ill employment 
We are not going to be able to sell to other nations of the world 
their people have money They al not going to ay able Lo st I to us 
unless we have money [ have neve seen a community in the 


United States or 2 commMmunAtvV anvwhere & CIty. COUDLN a state, or 
a nation, that was prosperous ul ss at least thr Creat mayority oj 
thei people were working and working at good wast vage rates 
compa ‘able with the prices the had to pay for things thev purchased 


What we hope to do, if we can it IS not easy I ve realize that, 
and that is why we need the help of you gentlemen—we want to find 
some way to increase world trad As far as I a personal 
cerned, it must be converted into employment What can we do to 
create more jobs in the United States, what can we do to create more 
jobs for the peoples in other countries so ths lave money to 
buy that which we produce, and money to buy that which 1s produced 
in their own countries 

We would like to have our study base¢ mand lve around full 
employment 

As far as I am personally concerne and I think TI ean sneak for 
every member of our committee—anything that we might recommen 
anything that we might do, must be compatible with what I call th 
American system of l rl { 

What can we do that will increase emplo nt in the United 


J 


States and increas employm ht througnou 1e orld? We ar 
not goine to have peace, we are not iy to han | rit | ! 
repeat, unless our people and t ples oO ( countries have 
jobs. To me it is that simple to state, but 1t 1s not t| imple to 
work Out. 

I am going to introduce 3 or 4 ntlemen » you whom | 
know you are very, very anxious t ten t | hen give vou the 
agenda for the balance of t 

At this time, Lam certain that ou would al { meet and listen 


to our most able Secretary of the ‘Treas Ar. Geor H phrey 


STATEMENT OF GEORGE M. HUMPHREY, SECRETARY OF THE 


Secretary Ht MPHRE Senator Capnehatr Ol I mb rs of our 
distinguished committee, members of the Cabinet and friends of 
Senator ( ‘apehart who are here 

We want to thank you, Senator, very much indeed, for bringing 
together such a fine group of farm le aaers lab rea lers and business- 


men. We will all profit by the discussions that take place. I am 
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us group roiling to 
s before this country, 
ie next few months 
iLixé sO progress 
yhylam iN 1t we ara 
iCll \ Ve are 
n’”’ to do oil Her- 
. ] +} 
I ONS WILD 
' 
l el ited 
I yuntry, in the 
i vi thit : ind 
» tye Vo on 
] 
re ul O I's 
il OLLLe! 
) t o reasons 
» Dear ont | et 
~ ( I ~ ma | e 
} ! i r O me 
( ) 8 nad Wha Ve 
if ot thoucht ith 
1 | i}, 
ie peop Lit’¢ Ly 
| ] 4} 
) ( PONDLE oO the 
L ibe ( \ rth 
| } | ‘ 
‘) t tit'l Ti¢ t 
| 1 
ana t ul , { iy 
30 ro no 
pi Ing 
l ISI } ( min- 
qusscu mv” one 
yLLASE it 1s 1 1m- 
» confine myself 
1 1 
proad subiect ich 
Land ti lace of the 
this field In 
read the few tho hts 
re clearly and a little 
i ! te th, wea of 
ippropriate roles for 





stors have invested 


I I st- 
’ ostwar private 
a, and Canada has 








thev can b cl 
develop: ( ! 
centlen ! ii De t 
In this co ct 
Col piel ent ea { ma 
to the least pr | 
that the names of the 1 t} of 
a guide to thei es] 1' ek | 
for Recon truetio i) 
of long durati and for « 
The Export-Import B 
to current trade 
duration Indeed ( S 


if confined to thei pec e fel an ( \ 


heen the practyr OT f l YT ( ’ ery 


civen and competition be een 1 ted 
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Of course. ther eason fo tweenthetwo. They 


are designed O COVE the ( = ill 
Last week, as you Ly - ( ( = 
bank. and me o | ) 


Internatio? al \lonet \ I ! Line ternal B 


construction and Develo 
meeting every day essions tw i dav. and 
taken in discussin the internat situatior 
activity of these insti ions, % ht do vt 
be handled to help expedite for d 

One of the sessions was deve { : | 
sion on the rote of D ivate inter? ) } ) ( mn 
developed co intries That Is Privé » nve 


that of government institutions 


We found it very enlightening to hear the views of ot 


representatives fro 
as from countries seeking cay rvpt, | ! 


portan role tor pl it ( erp! 


There is an obvious and 
in foreign investment. In fact, | hope that a 

important role lies a ad for the ofitable inves 
capital and technology abro 


and available to you. [ recomme them to yo KK 


In this connection, I would just like to s this, that I 
much impressed, talking with yresentatives fron numb 
nations, with how many of tl 
seeking to develop to u ( ( | los 


had to do with the development of tl things ti 
much for granted. The first was the ne 


> 
< for Re 
l 
i Veek 
e@e was 


itstanding 
es as well 


1d Mexico 


ise to play 


and more 
i private 
published 


was very 
r of these 
programs 
of them 
ke pretty 


food. The 
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ecom Wi Live Sb cle apt it) nse Ol OW wna e Ui 
\ } ( dL ¢ Ll l On 
tt those thn n this country for cranted 
( T | We think of 1 as things that do 
i" ind «ce clop Lloweve the whole desire of these countries is 
Lo er hn to il ) enough po r to help th thew work 
I tol Om | I nor LO Lhe Ure standing ol their 
eon 
Since the end of t] any countries abroad have been looking 
LO eG i qd otat O! SbuInece Hh inan 8} Lnemr econome develop- 
mel } nv i mice {Ol 1 countries have preferred to obtain 
tl rhe irom Irie | sources This ises the very 
Si ( q 5 hn Ot to \ extent Lis p Lice Hould De TOLLO l I 
e future nd ho t cAl L be roy i Oo Whatever extent it 
4 S Tp 1¢ Curl 1 rT) 
son coun have n onl limited steps to provid the con- 
aliblo Wa Whicl | ( ment \ Vo bi ril nove ibroad 
mothe ft of normal « nomic considel ms \lo ittention must 
I i abroad oO hi neg’ investment ttractive to fore 1 capita 
th oOunt 5 which | e made he oreatest strides in th cle velop- 
rie t over the \ is are tl countri which have provided the con 
ditions und vhich private pital Was n1ost willing t » invest 
"| United States and Canada al two of the most conspicuous 
lp of co nt whi h | ivi hh the last centu Ino ec irom tiie 
{ f underdeveloped countries to strong industrial countries in a 
oO LO Ol capita But | re nha ou that oul developm nt 
d Canae l elopn l vas on the Dasis of private investment 
oluntarily m Count: will be better off if their capital require- 
{ ith be tb iin private my tment which Drug vith 
not only mon but technical know-how, established trade conne 
tions, and bu experience 
l cannot foretell what ou gentiemenh wi rome to sug st as propel 
pa) vy tol the | I ed Stat Government Lo apply Il) he fi ld Ol for- 
elon investment and | am sure there will be different views I do 
not wish to preyudge the conclusion which may be reached either by 
this advisory group 01 Senator Capehart’s committee However, 
is Secretary of the Treasury, I do want to make clear to evervone 





that the Government must question both its right and its financial 





Duitv to continue to se taxpavers money to tihance mnvestments 
abroad on a tare ile im the di velopment of competit ve enterprise 
ur se i oO taxation Is nireac \ OOo high and to mamta a sound 
ind honest a I] il e must bring our own CX nditu CS and revenues 
into balance Ve must continue to examine most carefully every pro- 
posal to spend money, Whether it is a proposal for spending at home or 
proad ihe maintenatr ot our credit yd ot a soul ad dollar iS most 
portant Lol orelien countries as well as it Is ior us here atl home. 
Mt v in the United Ss is essential for itv in the rest 
oO! tl world md iti oO aduty but it best interests 
ol evervone on ned We ep that fact alwavs uppermost in 
ou i ha 
Wi ea Dted to hate Ca | i'l rnd his coiuea les on thre 
™ ite Ba tl ha 4 ivrel Vt ommitte naerta } hye ( plora- 
O Of this \ po ( 





STUDY OF EXPORT-IMPORT BANK AND WORLD BANK - 
We will look forward to results and progres h tl est int 
est, and we hope these few remarks may help de vou somewhat 
in your thinking in this particular area, this narrow area. this one area 

of the very many areas that you will be considering and diseussin 


Thank you very much, indeed 

The CHAIRMAN. Thank vou. Mr. Seer 
BI might sav this: I think we have approximately 121 members of 
our advisory group, and e did not a le a sinele member. when 
asked them to serve, what h ewpoint wa We were not inte sted 
in that at all. We wanted to t mer Oo Wo 1 some time 
with and give some effort to this subject 


I suspect, as you have stat that our adviso1 roup here has 
different viewpoints and different ide: I want to repeat that | 
hope you will just ceep one thing in mind, and that is that we must 


deal with the subject whethet we lik Lor not Wi lave to be realis- 
tic, we have to face the situation, we have to pt responsibility, 
and we have to find some way of keeping our peop n the United 
States emploved. : . 

I know you are anxious to 1 | | \fi. W the Seeretary 
of Commerce 


Mr. Weeks 
STATEMENT OF SINCLAIR WEEKS, SECRETARY OF COMMERCE 


Secretary Weeks. Mr. Chairman and gentlemen, | am happy to 


be here with vou this morning and to note that a study of this character 
is about to be put on the track and get underway ! think the whole 
affair is completely tvpical oF the approa h that want to have here: 


the partnership of Government and those not in Government, headed 
toward the solution of some of these problems 

The chairman, | think, has very properly pitched the me¢ 
nonpartisan basis. [t seems to me that most Americans bi 


fing on a 
heve in 
party government, bu mv yudcement and now vour JuadeMent Is, 


that there are many areas, and this is one of them, in which party 


covernment, or partisan politics, has no pl » where the best interests 
of the country are what are indieate 
Now this advisory commit te oth represe LIN and expert u 


the phases of the problem vhich are before us am positive that 
before you are through with the job, the Senate Banking and Cur 
rency Committee will have some most constructive recommendations 
to make. 

The Senate in the following language stated that the committee ts 


authorized and directed to make a I v ratic f the Ex; 
Import Bank, and the International Bank for Recor tet Development. and 
their relationship to the expans of internat ul trad 
Your help is part of that significant stucy 
1 think vou. of course, must preecia t} nport of a new 
look, and new sound polis ies in the field of fo m economic matters 
and wise decisions on the f ire roles hese ft hanke h relation 
to the banks for international trad ( ! lopment generally 
I also beheve that vou will aeree that Congres as wis 1. directing 
this studv by the committe: World events chan rapidly As far 
as the two banks are concerned, a good look at what they are doing 


and how they are doing it seems U le TO De rl HCAle’ 
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ly rhea Connection, | have this m mind: One ot m observations 
ee been | tr Wash 1 On | bee! that | th nk we have 
O pass a ia i then ya degree forget u In the realm 
( i I ! wreas, a part ilar rey W Ola part cular ope ration 
) to ben t Ch Indicated 1f we are to proceed wisely 
\ ob ) study 1s not necessarily to find anv bues 
i oO Vi ( | Like are any DU present the tas! s to discover 
li Stra We wl 1 OUL SO that a better job Cit be 
‘ I i iT) Ons ule I 1 nt clobal 
( ( O 
| { | have anotl nost helpful result It will 
e the Sena b ! Currency Committee, and your pal 
t { < { even more ypert on fiscal 
I 0 ( s Cl it tl exact pe ) 
(omr ) Kore Keconomic Policy, establish 
i Oo es 3 maki nvestigations and recom 
men 0 
i] Lh \ Ol | 3 i] had 4 ( (‘om ttec will certainly 
be ¢ ly luatl n helping to frame legislation to follow those 
( ‘ i 
No | | ie ( it who considel the actions of 
! to O seneme ¢ th nes as to be of 
shght n st to Americans { present, | think such a viewpoint 
| | ) i problem of world stabil und progress 1s 
( oO Sur abroad can help us maintain economic growth 
ind stal ih fore though the problem can be roughly labeled 
nternational me im which we all have a very deep self-interest 
Of that 1 am sure 
It is said that world affairs frequently become domestic affairs 
| ( mp | | ted States is no lo er as self-sufficient as for- 
Qur nation resources are be chewed up rapidly and yet 
th nee wwS IOI iore and more and more materials for national 
economic st We must look abroad, increasingly, for the 
VY matel ils 1 hic] bsolutely essential to oul ell be he and, 
his H-bomb age, to o verv survival 
Conditions are changn foreign friendly countries. The days of 
cir nonmilitary foreign aid with its drain on the American tax 
pavers, the ire endings The emergency aid, it seems to me, was an 
importa I tor in the reconstruction and rehabilitation of the 
~ Lh ip old world | think it definitely helped to check the 
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ist imperialism and. certain! it saved many 


nts, or helped keep them from possible Com- 


overnn 
natio 
I think, we have to take the crutches from the patient, 
ht to sell the former cripple a cane to walk with. 
» ECO e free world to increase its own strength 
f the fi civilization, and also in our own self-interest, 
st a collateral function of the two bank 
Hurope snot enough u LhIs a e of peril In sheer 
mav want to do mol to help the economies of ow 
America and elsewher This, I think, need not be 
nat nal hando its and glo al boond volnge wrung trom 
ixpavers, Dul 1b n be dor through prope self-liquidating 
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loans and other measures from the banks which help our friends to help 
themselves. 

The recent mission of Dr. Milton Eisenhower and other administra- 
tion officials, one of them, Mr. Anderson, associated with me as 
Assistant Secretary for International Affairs in the Commerce Depart- 
ment, the recent mission to South America discovered how earnestly 


these countries want to stand on their own feet lt seems to me that 
perhaps ways and means can be devised to use these banks to a greater 
extent in strengthening the hands of our rood neighbors in the south 

Now a frank appraisal of the bank’s operations, it seems to me, 


reveals that some of the effe tiveness of the two institutions in some 


underdeveloped countries is lessened because of local politics. and the 
other handicaps that are present in the field. Some of the countries 
in question are beset by constantly changing rovernments In many 
cases they are not well posted on economics and finance, and are 
handicapped in their efforts to handle inflation and other fiseal dangers 
Furthermore, reports indicate that the effectiveness of the banks is 
curtailed, or their services are unused because the vovernments of 
some underdeveloped countries try to solve economic problems by 
polities rather than by sound business methods 


I think possibly that before we condemn severely and too hastily, 
we might recall that sometimes people who live in glass houses should 
not throw stones. Nevertheless, in ¢ ain quarters abroad, i am 
certain that too much politics is mixed with economics 

Complaints to foreign cabinet leaders by officials of the World 
Bank and the Export-Import Bank m rovernments 
to clean house and get down to business, but | am sure that words and 
action by the powerful United States Senate ma elp them to reforn 
their financial policies, lest they may lose the services of these banks 

The study by the Senate and this gatherin oda seen to me to 
be a commonsense approach to the solution o he mternationa 
problems affecting our national welfare. ‘The more light we get on 
this subject, naturally the less chance we have to muff the ball 

This cooperative effort, 1t seems to me > tvplceal of the way we 
want to work on these problems. First, a deiinite determination of a 
specific problem, then a meeting of the minds to study the probien 
and recommend some sound action 

Finally, determination of the particular cou vhich seems bes 
under the circumstances. The political and military world leadet 
ship of the United States equally requires th discharge oul 
obvious economic relations and leadership in just as eileetive a way 


This means that we. who in the past have been far more self-sufficient 
than most nations, must reorient our point of view in the world and 
become to a greater extent stronger economica lv and materially. 
These two soundly conceived and well-run institutions, the Export 
Import Bank and International Bank, are major instruments in this 
field, and I am positive that much of our success ahead will depend 
upon the skill and wisdom with which these institutions carry out 


their allotted functions. The first is an instrument of the United 
States: the second an instrument of the free nations. They both 
work in unison and in harmony and with good wili and cooperation 
I say to you that a surge of economic power will swe » through the 


entire free world. if international trade and investment overseas can 


eckik xo ° 
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be wisely stimulated. The quest of that new power, as I see it, is 
one of the important assignments which this committee and you gen 
tlemen have before you 

1 wish you good luck, Senator, and all of vou, in the job that vou 
have. IL think it is a mighty important one 

Thank vou, sir 

The CHatrman. Thank you very much, Mr. Secretary. 

At this time, we are going to excuse the Secretary of the Treasury 
and the Secretary of the Interior, and they will return to have lunch 
With us at 12:30 

Thank you very much for coming. We appreciate it very much 

We have four imstrumentalities for helping oul people and othe 
peoples with respect to foreign trade. We have the Export-Import 
Bank which we own 100 percent We are just minority stockholders 
in the International Bank, owning some 51 percent and 54 other 
nations owning the balance 

We have what we know as a point 4 program, under the FOA 
that is Foreign Operations Administration. Other than what the 
military are spending throughout the world, I believe those fou: 


constitute our financial assistance to foreign nations. 

he Export-Import Bank, of course, makes loans as does the Inte 
national Bank The Foreign Operations Administration has, as 
result of its direction by the Con ress, Many tunctions. Some of then 
aur I nd others are of a different nature and type The p int 4 
pre ran with whi h you are ianitiiar Ol cours nvolves technic 
ass tan 

[ know all of you would like to meet the Director of th point 
program and the Foreign Operations Administrator, Mr. Harol 
otassen 


STATEMENT OF HAROLD E. STASSEN, DIRECTOR OF THE 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Stassen. Thank you, Mr. Chairman. I appreciate your kin 


invitation to be here this morning and to meet with vour distinguishes 


avisory COMMILLes | renvilZe that you are nLaaressin”’ vourselt 
dire to the Export-Import Bank and the International Bank. | 


responded to your invitation in order to come and listen so that « 
activities in foreign operations would be properly affected by an 
influenced by your deliberations. | am very pleased to be with yor 
this morning 

The CaarrMan. Unfortunately, Secretary Dulles is unable to b 
with us, and substituting for him, and I know most ably, we hav 
Mr. Thruston Morton, a former Congressman from my neighboring 
State of Kentucky, and now Assistant Secret: ry Oi Otate 


STATEMENT OF THRUSTON B. MORTON, ASSISTANT SECRETARY 
OF STATE 


Mr. Me on. I am verv happv to be with vou, Mr. Chairman 
The Secretary is sorry he could not be here. This is the opening day 
ol e erehth session oj the Gen ral Assembly oi the [ nited Nations 


Because of that, his presence was required there, of course. 


He asked me to express in his behalf his appreciation to all thi 
gentiemen for com he! He has been interested in Senat 
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Resolution 25 and looks forward to the reeomn 
committee. 

The Department of State is vitally interest 1 trade, 
A prosperous free world is not necessarily a peaceful world, but it cei 
tainly is a less troubled world. He offers the comp! oop 


| on t 
this committee of the Department of Stat , h: , 
be helpful. 

I am glad to be here, si 

The CuarrMaAN. Thank you very muel 

Our Resolution 25 calls for the study of t t-[mport Ban 
and the International Banl \s I stated a mor ore e own 100 
percent meaning the United States owns L( bj cent ot the Expor 
Import Bank. We have already handed v men a portfolis 
an envelope, containing a number of « 
two documents, one the historical background « t! Internationa 
Bank, and another the historical backeround « ( <port-Impo 
Bank. Wes ugvesi tha Vou rea ( S 
you the history and backgrou of thes 

In the International Bank we e minority stoekh rs We own 
about 31 percent We are ; al 7 i l 
International Monetary Kune ( ne, | thin 34 ne” dike th 


same percentage Oi stock 

The ESE ees cis owned by 55 nations he International 
Sank has oo finished its eighth annual dire eeting here in 
W ashi ngtor ‘ A Vear ago it Was I \lext Citv Ww { had the honor 
of pi 


We have placed in the room to my 1 { map | Ori ipon 
which we have listed by countries and by « colored tabs each 
loan that the International Bank has e, al loan that the 
Export-Import Bank has mad: When we are in recess at noon, you 
possibly would like to take a good look ; 1 

We also have available for you a comp C1 n of each « 
those loans, the amount of money tha as in ed Lhe purposes 
and so forth We wil ins these n ONIN LO the 


record. (See p. 46.) 
We asked Mr. Black and M Kdgerton t Mir. Blael 
? 


: ; : 
is the President of the In tional Dal i reroll — Ube 


Managing Director of the Export-Import B We asked them to 


come over because we knew \ ( 1 (| to meet them 
and become acquain vith ther ok at them sine 
we are going to spen lot of time s ww” thes vo banks t Is 
not going to be a witch hunt We: il ay to fine 
fault. As I said a moment ag wh the Export-Import Bank 
we are a minority stockholder in the International Bank, and we ought 
to be interested in both of them. We ought to fa he facts and 
should look into them to see if there are ways that we can Improve 
conditions. We should try to « mu ight to be don 
We ought to have the e rag to improve th rood, i We 
possibly can, and we ought to | the ¢ ( eliminate that 
which is bad. In other Wor? thi y not heces LV ood recaus 
it is new, and it is not necessarily ba cause it is new, nor 1s it good 


because it is old or bad because it Is old 
We on the committee are just as certain as We can be, that i we are 
going to maintain prosperity in the United States, we Must Maintain 
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employment. Employment means trade. I know of no other way to 
give jobs to people except when you have orders and when you have 
trade. Trade is what gives employment to people. If we can keep all 
our people working we do not have to worry about a lot of other 
things. If we cannot keep them working, we do have to worry about 

lot of things. There is only one way to keep a man working, and 
that is to have business and trade. That is the one thing in which we 
are prime iT ily interested, 

I know vou would like to hear from Mr. Black, the President of the 
International Bank, who has been President, I believe, for 5 years, 
and was just reelected last week for another term of 5 vears. 

Mr. Black, | know this group would like to hear from you. You 
just talk as long as you care to. Mr. Black 


STATEMENT OF EUGENE BLACK, PRESIDENT, INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEVELOPMENT 


Mr. Buack. Senator Capehart, members of the committee, and 
members of the advisory group, | would like to start off by saving that 
| thoroughly weleome this study. 

or the last 8 vears, we have spent a great deal of time, thought, 
energy, and money on trying to thoroughly acquaint the people of the 
United States with the operations of our bank, as well as the members 
of the member countries. 

This is quite important to us because the United States is the largest 
stockholder in our bank, and we obtain most of the money we get from 
the sale of our bonds in the American market. 

I was very interested in Senator Capehart’s referring to the United 
States participation in the World Bank as a ‘‘minority interest.” 

That is perfectly true. They only have 30 percent, but incidentally 
that minority interest amounts to $3,175,000,000, which makes it 
the largest minority stoe kholder [ have heard of. 

The committee's study should be of great value to us in making the 
American public aware of just what the bank’s role is. 

| have had several discussions in the last few weeks with Major 
Holthusen, the ve ry able general counsel of this committee, and | 
invited the major to meet with our Board of Directors. 

[ appreciate very much the understanding that he showed and 
which | am sure the members of this committee will show, of the 
international character of our bank, and of the difference between, 
on the one hand, a congressional committee study of our activities 
in relation to broad United States policy, and, on the other hand, the 
usual tvpe of congressional investigation into the functioning of 
United States Government agency. 

I would like to give a few words of explanation on the bank’s 
structure. As you know, the World Bank was established as an 
intergovernmental corporation designed to promote international 
investment and, through such investment, to strengthen the economies 
of the members of the bank. 

The concept of the bank, as an autonomous international institu- 
tion, permeates the whole structure of the bank as established by the 
articles of avreement creating this bank. The articles of agreement 
of the bank, I would like to say here, have been signed by 55 govern- 
ments, and have become part of the national law of each of these 
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countries as they became part of the United States law when Congress 
passed the Bretton Woods Agreements Act. 

Under the articles of the bank, the bank is governed by a Board of 
(G;overnors composed of one Gove nor anc one alternate appointed by 
each member government. The Board of Governors meets once a 
year. Senator Capehart just referred to our meeting last week. 
This Board of Governors delegates responsibility for poliev and t] 


ile 
overall conduct of the bank’s operation to a resident Board of Directors 
of 16 people. Each one of thre se directors represents one or more of 


the 55 countries. 


The voting power of each executive director is roughly proportionate 


to the amount of stock held by the government o1 rovernments that 
he represents. In other words, the United States owning 30 percent 
of the stock, the United states director can cast votes to aling about 
30 percent. 

I am President of the bank, and I am Chairman of the Board, and 
I have to be elected by 55 different countries In other wor s, Instead 
of my running for office in one country, I run for office in 55 countries. 

The intent to safeguard the international character of the bank is 
also evident in the provislons Concerning the bank’s officers and staff. 
The staft of the bank has been recruited from about 25 different coun- 
tries. In the words of the articles of agreement of our bank: “In the 
discharge of their offices, they [the members of the staff] owe their 
duty entirely to the bank and to no other authority.’ Each member 
of the bank has undertaken ‘‘to respect the international character of 
this duty and to refrain from all attempts to influence any of [the 
officers and staff] in the discharge of their duties 

The international character of the bank permeates not only its 
organization and legal structure but its financial structure as well 

Now the way that we get money, sources of the bank’s funds, are 
four: 

Kirst, we have the paid-in capital of the member countries. We 
have rather a complicated financial structure which | will not go 
into detail with you on, but each country has paid in 20 percent of 
their capital subscriptions and the unpaid 80 percent cannot be called 
on for lending purposes, but can only be called on to meet a deficiency 
or expected deficiency in payments on the bonds of the bank 

The first source of funds is our paid-in capital. The second source 
of funds is the sale of the bank’s obligations. The third are the sales 
out of our portfolio of parts of our loans 

\s a matter of fact, in this past vear we have sold out of our portfolio 
parts of our loans with our guaranty and in recent months we have 
begun to sell parts of our loans without our guaranty. 

The fourth source of funds is the reinvestment of earnings of the 
bank. Incidentally, the bank is operating at a profit for the year 
ended June 30. We had a net profit of about S18 million. We have 
taken all of our profits and set up a reserve against losses, and at the 
present time our reserves against losses which has come out of our 
profits amount to about $115 million. 

As of recent date, the bank has made loan commitments of roughly 
$1.7 billion. It might interest you gentlemen to know that when I say 
we have made loan commitments of $1.7 billion, that money is to be 
used to finance specifi ’ projects and those projects will cost a total of 
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member countries who are borrowing the money have put up some- 
thing more than that in their own countries, so we are supplying 
somewhat less than half of the money necessary to carry through these 
pr yects 

Now, the $1.7 billion of the loan commitments—of this amount, 
about $1 billion came from United States sources, and that would 
include the Uaited States paid in 20 percent of their capital subscrip- 
tion and the sale of our bonds and our portfolio securities in the 
American market. 

The other part of the loan commitment, something over $500 million, 
has come from sources outside the United States. Now this is a fact 
that most people do not realize, that in addition to lending doilars, we 
lend very substantial amounts of other currencies and we also have 
sold a very substantial amount of World Bank dollar bonds in other 
countries around the world. 

We have sold World Bank bonds, sterling bonds in England; we 
have sold World Bank Canadian dollar bonds in Canada; we have sold 
five separate issues of World Bank Swiss frane bonds in Switzerland, 
and as I say, we have gotten money from those sources, and we have 
also used the paid-in capital funds of these other countries, and in 
addition to that we have sold about $100 million worth of our dollar 
bonds in various countries for various funds all over the world. 

The loans in other currencies, [ think, are very important. I might 
just give vou one illustration: We have made two loans to Yugoslavia, 
one loan totaling $27 million, another loan totaling $30 million, which 
makes a total of $57 million. 

Now when I say ‘dollars,’ I do not mean dollars at all. I mean 
dollars equivalent. As a matter of fact, we did not loan Yugoslavia 
any dollars. We made these two loans in nine different currencies. 
We loaned Yugoslavia Italian lire, French franes, Dutch guilder, 
Danish kroner, Austrian money, Swiss frances, and so on. 

This is quite important because Yugoslavia has a very limited trade 
with the United States. If that loan of $57 million had been made in 
dollars, Yugoslavia would have found it very difficult to have paid 
that back, but as long as we could make the loan in these various 
Western European currencies, where Yugoslavia now has a pretty 
sizable trade, it will be much easier for them to repay this loan. 

A good deal of our business is now being done in that manner, 
where we are not using dollars. We are using other currencies. 
Even when we use dollars, we are able to borrow dollars in parts of the 
world other than the United States. 

In these loans that we have made, we have made 81 separate loans 
in 29 different countries to finance 250 separate projects. We have 
had no defaults. We have had no delay in payment of interest; we 
have had no delay in payment of amortization, and we have had 
several repayments of our loans which have come in ahead of time. 

The loans that we have made have been, generally speaking, for 
basic facilities for which private capital is not available. They are 
for electric power, transportation and communications, agriculture 
and forestry, industry, and various general purposes. 

In other words, the loans have mostly been made for essential 
public enterprises which are quite necessary as a foundation for a 
private investment to come later on. 
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| would like to give you just two brief illustrations of what I would 
all productive projects, which are the kind of loans we are trying to 
make. We made one loan in Thailand, of $18 m n, for a project 
io irrigate the country’s central plain, through irrigation, to bring 
still more acres of this plain into production. In Thailand there is a 
river called the Chao Phya River—I am not sure about my pronun- 
ciation, but this is a very fascinating river whicl to Thailand just 
about what the Mississippi River is to the United Stat I have 
traveled up and down this river, and it is one of the b isiest rivers I 


have ever seen. You see rafts of teakwood and bamboo as long as 


City blocks going up and down this river, and th e bringing the 
rice from the fields down to the rice mills in Bangkok. But for the 
rice farmer, this river has one disadvantage. Its seasonal flow is 


very uneven. Sometimes there is too much water, and sometimes 
there is not enough. 

Now our projes { in hud sadam and a sluice system which will even 
out this flow of water and will give the rice growers : xtra growing 


season, SO instead of be Ine abl vO Grow one CC) yp Or] a ear they 

will be able to grow two crops ol rice a veal and th nnual « xports 

of Thailand rice should increase by 500,000 tons, so that with an 
! : 


investment of $18 million on the part of the bank, this will help 
Thailand to earn an extra $50 million a year in foreign exchange. 

Then I go to another country: India. In India there is the largest 
reclamation project in the world going on. This is located in central 


India where there is some very fO0d land, but there is an inf ‘station 


of a weed called kansgrass. The kansgrass roots grow very deep in 
the ground and sometimes they are as thick as your wrist. ‘This grass 
has grown there for centuries, and the land has neve! een any cvood. 

We made a number of experiments and finally id the right kind 
of deep-cutting tractor with rotatin vhich cuts the weeds, turns 
them over, and then the hot sun kills the roots. Under our loan, the: 
bought 200 of these tractors | Visited this pro { und Saw these 


tractors at work, and we have now cleared in this project 800,000 
acres of land which former! ere worthl When the project is 
completed, thi total land to be cleared li amount to about 
acres of land. 

Now ina rood year, hy had ou o”D 1) i ) bout 1 muil- 


lion tons of wheat which are worth at the current m: t prices some- 


where between 50 and 75 million do vear, so With an in tment 
on our part of something under $8 1 wr these tractors, that will 
mean quite a bit to India as far as the production of wi at is con erned., 

Now the World Bank had been accused of bi Chey claim 
that we put too many restrictions or conditions i oul loans. that we 
exercise great care in investigating gin projects we ar 


financing, that we take an rs 3 
All 1 ean say about thos iI rations is that 1 Vi ail true. We 


feel that if we are going to finan project nm ntry 

country is called en to p part thei id iD od 

many cases their resources are vy limites \ to be sure that 

this project iS 2 success ; 
No Wina ea many ~ I | opjyect to tne 

care that we take and thev sav, ‘‘Well, even if t project doesn’t 

work, Ve u’ve got our guaranty What are 1 ! ybout?”’ 
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It is perfectly true that under the agreement of our bank we are 


required to get a governmental guaranty, but we still do not want our 


name linked to a failure. and we also think it is to the interests of the 


member country that the proieet they undertake shall be a suecess 
and shall be beneficial to their balance-of-pavments picture 

Another large part of the bank’s activity—and I will not take the 
ime to give you details—is technical assistanc 1 would say that 
that is almost as important, if not as important, as the money we 
VIVE, Chat technica issistance takes form in all tvpes of thines I 
think that, over a period of time, can be a ve Important function 
of the bank 

The bank also sends what we eall general economic and financial 
survey missions to the countries who are members of the bank. We 


have sent these missions into 10 countries, Including Colombia, Cuba, 
Turkey ly iq, Ci Vion, 
Nigeria, Svria, and Malava 


| think what the bank is doing is a reat stimulation to private 


an ve are O1 nizing mussions to go out to 


investors 

The bank’s activities, I think, have helped to promote a better 
climate for private investment, through encouraging the countries to 
settle their old defaulted debts and to try to maintain sound monetary 
and fiscal policies, and adopt econonm poly les that are favorable to 
private investors 

Now, Senator, in concluding, I should like to sav that the ultimate 
objective of the bank’s efforts is Lo raise the level of production and to 
promote increasing world trade and thereby improve the living 
standards of countries around the world 

Our bank is still in a relatively early stage of development, but w« 
have set our course, and the pace of our activities has been accelerating 
very substantially. 

I repeat that we welcome the study that the committee is embarking 
upon and | hope that it will then lead to a better and broader under- 
standing of our objectives, and the means by which we are seeking to 
achieve them 

The CuarrMan. Thank you very much, Mr. Black. 


As 1 told vou a moment ago, General Edgerton is the Managing 


Director of the Export-Import Bank. The Export-Import Bank, 
prior to a reorganization recommended by the President, and approy ed 
by the Congress some 2 months ago, had a Board of Directors, and a 
President and officers, and after reorganization it now has a Managing 
Director and a Deputy Managing Director. It no longer has a Board 
of Directors. It is managed by General Edgerton, and [ am sure you 
will want to get acquainted with him and know him 


General Edgerton 


STATEMENT OF GLEN EDGERTON, MANAGING DIRECTOR, 
EXPORT-IMPORT BANK OF WASHINGTON 


Mr. EpGerron. Senator Capehart, members of the Senate Com- 
mittee on Banking and Currency, and members of the advisory 
committee. 

It is a pleasure to sit behind this microphone. I am not going to 
make vou a speech. I would not do it to vou if I could. 1 believe 


that my propel role is more that of a witness, and it is a role I am 
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leased to occupy, In the absence Ot posed questior 1 woul ike 


to deliver some testimony on m\ own motion 
First of all, I would like to pay some compliments, one t 


e to the com- 
nittee and its chairman in assembling this laree advise rouD com. 
vosed of so many of such distinction. and of. ] e, such 
competence, 
[ should like to pay a compiiment to the staff of tl 


ie committee 
vhich has worked with us at the bank for the last few weeks with 
extraordinary diligence and initiative 


I am a little new with the bank, myself, so there is no immodesty 
nvolved when I pay a compliment also to the staff of the bank. 
[ have found that it is a very small staff with very high talent. My 
own experience covers a rather wide range with governmental organ- 


izations, and I can say that in my judgment the staff of tl 
Import Bank of Washington is as fine a body of its size as I have ever 


seen, That credit is due to mv predecessors and the ‘ bers of the 
staff themselves. 
The pride of the staff has been to operate efficient! Li effectively 


with a minimum of personnel, and so it is handling this business of 

substantial magnitude with only 133 people at the present time. 
The staff of the bank and I weleome very much this study We 

are glad it is going to be comprehensive and complete, not only in 


the field of international finance, but in its examination of our own 


operations. | think it will do us great good, aside trom the con- 
clusions of the committee, when your work is finished Che recom- 
mendations that you may make will be of great value to us. But it 
is also of great. value to us merely to explain ourselves. I think you 


understand vourself and your own position much bettter when you 
try to explain yourself to somebody else, and that we are prepared 
to do. Indeed we have already begun to do it, through the com- 
mittee’s staff. 

The correct title is “Export-Import Bank of Washington.’ lhe 
“of Washineton’’ no doubt relates to its early life when it was under 
the banking laws of the District of Columbia 


The bank is about 18 vears old, but in its present form and charter, 
| it dates from the Export-Import Bank Act of 1945, which did not 

very greatly change its purposes and did not succeed in making it a 
Federal corporation because that could not cor about until the 
passage of an act in 1947, establishing and re I; ¢ gvovernmental 
corporations 

The bank has a lending authority conterred mt act of $4.5 billion 
[t ean have no more than that outstanding at any one time 

Its funds are drawn first from $1 billion capital stock which is held 
bv the Treasurer of the United States for the Government, and, in the 
act, a lending authority of 3.5 times the capital stock he addi- 
tional money is secured by borrowing from the Treasury on notes at 
rates of interest fixed by the Se 

Most of this informatio . iven Ol bel lor than I am 
SlVINg it, ih the envelopes wl ch yu have | oO or t it mich be 
worthwhile to remind vou of 3 or 4 1tems of 

First of all. in the 18 vears the bank has exten its § no ntu 
to, In very round figures, $6 billion, S1 billio has bes anceled part 
of credits not used, cases in which the borrow: ould not cor ply with 
conditions of the loan. and so on, leaving $5 b , itually made 
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effective; $1.5 billion has been repaid, leaving $3.5 billion. One billion 
dollars has not yet been disbursed, credits authorized but not paid 
out in their entirety, leaving about $2.5 billion outstanding loans. 

There are 163 loans in 48 countries and the average, as you will see, 
is something over $20 million each. Actually the average is greatly 
increased by some early and special loans so that whi at you might call 
the median loan is probab ly in the neighborhood of $10 million. 

The bank’s charter is very broad under the act. It can do almost 
anything necessary to accomplish its mission, except circulation. It 
has all banking powers, I guess, except circulation. So far as we are 
aware, the charter is broad and flexible, leaving a great deal of judg- 
ment to the bank itself and probably requires no substantial change. 
You may find reason to change it, but its very flexibility, so long as 
good judgment is used in its operation, is a very valuable asset. It is 
so difficult to write down beforehand a fixed precept which will govern 
you well in all future conditions which may arise. We think the 
flexibility of the charter is very valuable to the purposes of the bank. 

In addition to the main purpose of the bank, which is not, mind you, 
to finance export trade, but to aid in financing, and to facilitate export 
trade—and that is an important distinction, because it is obvious that 
with, say, $1 billion left uncommitted, as compared to an export and 
import trade each in the neighborhood of $12 billion per year, the 
bank can only aid and facilitate and not finance the trade in its 
entirety, or even in a large measure. 

Consequently, it is the duty of the officials of the bank to see, if 
they can, that the limited funds, in comparison, are used as effectively 
as possible to promote and accomplish the objectives laid down in the 
law. That means a highly selective process of selection of the loans 
that can be made wisely by the bank. 

The operations that | have outlined have been accomplished with, 
I think, commendable success. The net profits, so-called, as we calcu- 
late them, amount to $380,000,000; $83,400,000 has been paid into the 
Treasury as dividends and the remainder is in a reserve for unfavorable 
contingencies of various kinds. 

The total losses written off in this business amount now to $500,000. 
It is a fact that bv its very charter in which the bank is enjoined not 
to compete with private capital, it is relegated to that fringe area which 
private capital will not enter, for good reasons, no doubt, but giving 
the Export-Import Bank the hazards of that marginal field. 

The possibilities of world conflict still remain with us, and if that 
were to occur on a great scale, the financial soundness of the bank. in 
which we now take some pride, would be badly damaged or destroyed. 

| would like to say again that it is a great pleasure to be here. If I 
have not answered many of the questions that have arisen in your 
minds, I assure you they will be answered as best we can as time goes 
on. I think that you will endeavor to find out what the bank has 
done, what it could have done better, what it should do in the future. 
And we will profit by your findings. 

Thank you very much 

The Cuarrman. Thank you very much, General. 
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I want to say this, that both General Edgerton and Mr. Black are 
cooperating 100 percent with our staff. In fact, they are doing a 
splendid job. They prepared the map on your left over here, and we 
just could not ask for finer cooperation than we are receiving. 

I had occasion to meet with General Edgerton and all of his high 
staff officers some 2 weeks ago and told them that the only place 
where I felt the committee was going to be tough was this: “These 
loans that you are going to make, are they going to increase employ- 
ment both in the United States and foreign countries, and is it going 
to be a continuing employment? 

I will go back to what I said originally, that you cannot sell people 
who do not have money, and people will not have mone y if they do 
not have jobs. I am hopeful that the committee will get into this 
whole problem of international trade and its relationship to these two 
banks. Increased trade means more employment, and more employ- 
ment means more trade. 

I notice that Mr. Morse, the Under Secretary of Agriculture, just 
came into the room. 

Mr. Morse, do you have anything you would like to say to this 
group? 


STATEMENT OF TRUE D. MORSE, UNDER SECRETARY, 
DEPARTMENT OF AGRICULTURE 


Mr. Morse. Senator and gentlemen, the Secretary regrets that 
he had to leave on an unexpected trip to the West and could not be 
here. I want to bring his expression of appreciation to the committee 
and to those of you who are coming here to deal with this very great 
problem. 

We have in agriculture a tremendous stake in foreign trade. We 
are greatly concerned about the fact that our exports of agricultural 
products have been dropping. We are anxious to be tuned in on, 
contribute to, and get the benefit of any judgments that will look 
toward the development of these foreign markets. 

We approach the problem, of course, on the basis that it will not 
only benefit this country, but that there are so many countries around 
the world in need of these agricultural products. Three-fourths of 
the people are either hungry or are on very inadequate diets, and are 
short of the textiles that they need. 

An expression, Senator Capehart, of our interest in this, is shown 
by the fact that the Secretary upon coming into office set up as 1 of 
the 6 major divisions in the Department of Agriculture what we call 
the Foreign Agricultural Service. We have been giving major atten- 
tion to this division and expect to continue to do so in the interests 
of foreign trade, promoting the development of world interests, as 
well as the interests of this country. 

We will be watching, Senator, with great interest your work, and 
would appreciate being advised if we can be of any service to you in 
any way in the Department of Agriculture. We trust you will call 
on us. 

The CuarrMan. Thank you very, very much. 

There are three divisions of this study. There is the legislative, 
the executive, and you gentlemen who will furnish the information 
from the grassroots. 
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We have now he: from the executive end of our Government, 
Wd we certs nly eel | rhily hor ored | kre W all of us do that all 
f our Cabinet official who could pos iblv be present are here this 
ling, and others, such as General Edgerton, and Mr. Black 
We are now gome to tur to the lec islative end and call upon 
of our Senate Banking and C irreney Committee 


Let me Say this: T have been chairman of this committee since 
January 3, and no man ever had a finer group of men to work with 
than I have had. It is a wonderful committee and we think we have 
done some very cood things in the first session. 

The resolution under which this study is being made is known as 
Resolution No, 25. It was introduced in January by myself and 
vbank of South Carolina, who last year and for many 
vears was chairman of the Senate Banking and Currency Committee. 
I was then the ranking Republican member. He thinks he is going 
to be chairman again some of these days. Maybe he will, but I want 
to say this, that Senator Maybank and I worked together very, very 
harmoniou ly and we introduced this resolution together. We talked 
ut it last vear. We felt that with the close of the war, there was 
roing to be created a vacuum in employment and trade, and that you 
just cannot have pros] erty unless VO ir people are fairly prosperous ; 
unless your people are working. We felt we should work on the whole 
problem, so we introduced the resolution, which was passed by the 


Senate. We are procee ling how to vet busv. ] say tO Vou centlemen 


Senator Ma 
h 
{ 


out there on that side of the table, our advisory group, we are hopeful 
that you are going to get us facts, information, opinions, suggestions, 
and ideas from the grassroots Meaning from the people out in the 
States, the people who do export and do import and the people who 
actually deal in this sort of thing every day. As you will notice, we 
have many fine men representing labor on our group and they are 
vitally interested in jobs for their people. We are all interested in 
jobs. Maybe one of the ways of doing it is through expanded world 
trade 

We members of this committee have no preconceived ideas. We 
are going to sit as the judges, and when the whole picture has been 
painted, and our hearings have ended, we will try to come to some 





sound conclusions 

[ am not going to make an effort to introduce all of you members 
of our advisory group. As I say, there are more than a hundred of you 
and I think some 85 are present here today. 

We have a list of the members, which will be printed in these 
proceedings, and I feel we are going to be meeting often. We are 
voing to have lunch together today, and possibly most of you know 
each other anyway, You were picked by members of our Senate 
Banking and Currency Committee, and I again want to repeat that 
there was not a single man on this advisory group who was asked 
his opinion as to whether he was a free trader, a high protectionist, 
an internationalist, an isolationist, or any of the many other terms we 
hear over the radio or read about in the newspapers. There was not a 
single question asked. We want to be just as factual as we know how. 
We want to keep in mind that we must deal with situations as they 
exist—not as we would like to have them exist. What is the situation? 
That is what we want to deal with. We hope that we can come up 
vith some ideas that will be helpful to Mr. Black and Mr. Edgerton 
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in their two banks, some new ideas. We are just going to be factual 


and try to find out whether we have been doing the right thing or the 
wrong thing, what can be done and what should be done, keeping in 
mind always that we are in certain situatio1 Whether we belon 
in them does not make a iV ad fferen at th \\ 
deal with them. We either have to improve them o lave to vet ¢ 

] know most of you t] ) know my friend coll 
Senator Maybank from Sout a, tl oauthor of esoluti 

I know he will have somet i he Veit O >: 


STATEMENT OF BURNET R. MAYBANK, A UNITED STATES SEN- 
ATOR FROM THE STATE OF SOUTH CAROLINA 


Senator MAyBANK. Mr. Chairman, I ( 
any speech, and I will limit my remarks to | 1 ven than my 
good friend, General Edgerton, did 

lL have been honored in bei chairman of this con ‘ \ 
gone by, and um honored to b th rankin De i LOM This 
committee probably passes more legislation than any o 
of the Congress All of the housin legislation, all of the econo nie 
legislation, and all of the banking legislation has to go through tl 
committee 

The chairman and myself, as he said, talked it o ist ve 
when we met in January we introdueed this resolution I can assure 
him, as he knows, that there will never be any politics on my part 
where banking or trade is coneerned Asa matter of fact, I think my 
colleagues know that durine th past strenuous vea I | tried to 
keep polities out of the committee operation as lar a I could 

He said I think I will be chairman again some day That may be, 


but I know it is a pleasure for me to be on the committee with Senator 
Capehart and serve with him 


I have nothing further to savy. I have had the pleasure of se 
many of you men appear before the committee in years gone by and 
I look forward to seeing you again. It is a pleasure to be he 

The CuarrmMan. Thank vou very much, Senator Maybank 


The next member has been a Governor of Ohio and has been in the 


Senate for many, many vears, now, and is the chairman of the Inter 
state and Foreign Commerce Committee, and a member of the Senate 


Banking and Currency Committee, Senator Bricker 


STATEMENT OF JOHN W. BRICKER, A UNITED STATES SENATOR 
FROM THE STATE OF OHIO 


Senator Bricker. Mr. Chairman, colleacues, representatives of the 
administrative branches of the Government, and representatives of 
tl hairman 


' t to compliment the el 


public interest involved, I first of all wan 

and Senator Maybank for their interest and aggressive action with 
regard to the study of these very important financial mstitutions of 
our country. 

I think you appreciate now that they overlap to some extent. They 
are engaged in a very important field of financial endeavor; to bring 
about better world conditions. 

It is not often that this committee or the Members of the Congress 
come intimately in contact with the operations of the International 
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Fund or Bank, or the Export-Import Bank, except when we have to 
confirm an appointment to one of the boards, or when we are asked 
for a consideration of appropriations to carry on their business. We 
do have an impact, of course, when there 1s a close relationship to 
domestic trade, when the imports into this country begin to cut into 
our domestic production. We hear from that very quickly. I think 
from this meeting this morning we all understand that there is a very 
intimate relationship between government, finance, and all business. 
There is not an action of government that does not affect business 
rather directly. There is not a loan made that does not affect some 
American business, as well as foreign business. 

Here is the first opportunity that this committee, Mr. Chairman, 
has had, to intimately consider and thoroughly and objectively con- 
sider the relationship of these various institutions, one to the other, 
the relationship to American business and financial institutions, and 
the relationship to the world, particularly as world trade is involved. 

We have a problem of determining how to proceed from here on, 
whether there should be more thorough cooperation, whether each one 
should operate independently, and what the relationship to those 
institutions should be. Whether they should be expanded, whether 
they should be contracted, or whether they should go ahead as they 
are at the present time. 

[ suppose the American people know as little about these institu- 
tions as any other institutions of the Government, generally. 

The men gathered together here understand the operations of these 
various financial groups, and they understand their impact upon our 
own local business. 

We need your advice, and more than that, the American people 
need an educational program carried out which must be carried out 
by the men who are gathered together here, who are back in the field 
and doing the actual work of our country. 

We can look forward, I think, to a promotion of complimentary 
credit and a consideration of competitive trade to see what is best for 
our own country in relation to the other countries of the world. I for 
one am very grateful to the chairman and Senator Maybank for look- 
ing forward in this program and looking for something which might be 
constructive, first for our own country and, second, for our relations 
with other countries in the world. 

I know the administration is vitally interested in this. There are 
many aspects of this which involve other committees. The point 4 
activities involve the direct responsibility of another committee of 
the Senate, but, as you understand from the discussion taking place, 
it is intimately related to what is being done by these other financial 
institutions. 

Mr. Stassen’s operations are directly a part of our whole interna- 
tional financial arrangements, and that work as it decreases will likely 
be absorbed or integrated into the operation of the various banks and 
international funds that have been created in which we carry a major 
responsibility. 

Mr. Chairman, I am happy to be a member of this committee, and 
to work with you, Senator Maybank, and the other fine members 
who have had vast experience in this field, and I look forward to some- 
thing that will be constructive for a better country and a better world. 

The CuarrMan. Thank you, Senator Bricker 
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The next gentleman I am going to call on needs no introduction to 
most of us. He is the distinguished Senator from Virginia, who has 
been a member of the Senate Banking and Currency Committee for 
many years, Senator Robertson . 


STATEMENT OF A. WILLIS ROBERTSON, A UNITED STATES 
SENATOR FROM THE STATE OF VIRGINIA 


Senator Ropertson. Acting on the assumption that a dead 
politician is not going to be a live statesman, I have just returned from 
a 2-week speaking tour of the Old Dominion. Iam trained down a 


fine as Native Dancer, and if you run out of speakers for this con- 
ference, [ am ready to start on a minute’s notice 

My assumption is that if we are to get the best benefit 
conference, we should let our guests do the speaking, rat 
us to occupy that position. 

[ do want to make the observation that during my 21 years of 
service in the Congress, taxes, tariffs, and foreign trade have been 
matters of major concern. 

During my 10 years of service on the Ways and Means Committe: 
of the House before I was privileged to succeed Carter Glass on the 
Banking and Currency and Appropriations Committees of the 
Senate, [ had an opportunity to learn right much about foreign trade 

I found, for instance, Mr. Chairman, that from the beginning of our 
Republic about 165 years ago, down at least to World War Ll, Great 
Britain with a population of about 35 million was our best customer, 
and China with a population of over 400 million was probably ow 


out of this 


t 
her than for 


poorest customer. The major factor in that situation was the fact 
that during that period, Great Britain had the highest standard of! 
living of any foreign country, illustrating what our chairman said 
that he did not have much luck selling Capehart radios to men who 


did not have any money. 

This conference is to deal, as I understand it, primarily with th 
expansion of foreign trade in the Latin American countries. 

I have been a supporter of the Marshall plan and of the subsequent 
plans for economic and military aid. Frankly | have been right muel 


disappointed with what we have accomplished with the expenditure 
of over $40 billion primarily in Western Europe to rehabilitate thos 


countries, get them on a self-sustaining basis, and get our foreign 
trade, our international trade down to the point where we do not hav: 
to give away $5 billion a year in order to export $10 billion a year, but 
that is what we have been doing. 

We know that some of that aid has been dissipated in so LiStl 
schemes, including the loans, grants, and gifts to Great Britain, for 
instance, which have averaged since the end of World War Li, about 
$1 billion a year, just enough to pay their food subsidy of $1 billion 
a year. 

Then we have the nationalism of those little countries, trade bar- 
riers everywhere, currency difficulties and quotas, and wha 
say I am glad we are going to start a movement this fall to try to de 
velop better trade relations with the countries south of us with whom 
we have not fought a war since 1848, which was with Mexico, and none 
with the countries in South America. They are our natural friend 
they are within the Monroe Doctrine, we have agreed to protect them, 
and we have been able to do it. 
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itis nati ral that we should try to dey lop better trade relation ~ n 


an area that would be friendly, and that would buy from us, 1f we could 


oO v help them to increa ther bdDuving OW eC! 
NO \! C na | \ i ( represented nere today. roughly 
n roups tl are interesté n this problem: Invest 
men | I Owe! fuel, ste¢ moto! ( ! eq lipment farm 
pl ; rm equipment, textile chemiecais, motion pictures, labor 
() com pul } 30 1 oO ie ( ress, 1s Makin 
tl rad Stud ind | | 6: iG Lrip \Ve have tWo 
cl One ot th in) » f ove { ingles of Braz 
at low { i ana t arop \ I n > i ther will take 
VOU nere } Andes and not hit the top of tl mountams They are 
just eq ped tor whatever comes up, and I think, Mr. Chairman, in 
view of the fact that a few of us have to come up for recleection next 
Ve ili it advisable to stay cle oO the pow? s th be, and only 


about 5 or 6 will be privuieged to take this trip. | would like to set 


representatives of this group make this trip and let it be one of busi- 


hessm¢ dedicated to the dev Opi ol usiness 

We ean do someth: worthwhile if we make His trip on such a 
business basis Let’s contact the major elements of particular a 
a ries to see what thev want investigate see what information 
they would like to have, and when you reach a foreign country tell 
the Ambassador \ ell, | micl tb SAY in militar lat Lae “never mind 
the uard, we want to mes the businessmen down here This is a 
roup of businessmen sponsored by a legislative committee seeking 
facts We want to make contacts with the businessmen down here 
LO Sk What finane Ing vou need, see \ hat industries vou can devel | 
Sk hat produce vou have in surplus tha tu are will to exchance 
for products that we have in surplus 

Phen when the come back we ought to have another conference 
but not in Wasl PYLON Niore onventions meet in Washinetor 
every vear than anv citv in the \\ rid ana it is not because this is the 
{ { lace i he world to do business There are some other side 
reasons why thev like to come to Washineton I can get you home 


boy rates up at the Homestead Hotel in the mountains of Virginia, 
and that is where our conference should be held when this group gets 


ba K and Vou report to us what vou have found Then we can Drin 
in these spl did re presentatives ol those who hold these bi¢ money 
ba the Export-Import Bank, the International Bank, and_ all 


others who have public money, and then we can bring in John MeCloy, 
Chairman of the Board of the biggest international bank in the world, 
and a few other investment bankers, and Paul Hoffman can tell us 
about automobiles as well as the representatives of Ford and Genera! 
Motors, and we ean get down to some basis of business 

That is my idea, Mr. Chairman. I am sorry I have not had a 
chance to confer about this program with you, but as I say, I had a 
little business to attend to in Virginia, and I could not get here, but 
| am glad | am here, and I hope this conference will develop somewhat 
along the lines that I have indicated, 

The CuarrmMan. Thank you very much, Senator Robertson. 


The Senate has been in recess, of course, and being in recess its 


Members are scattered all over the country, but since Senator Robert- 


son brought up the matter I will tell you at this time what I was 
going to tell you just a little later. We are going to have lunch 
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in the old Supreme Court room in a few minutes with the members of 
the advisory group only, and our honored guests here and the Sena- 
tors, and members of the press. The room is small and it is limited to 
a comparatively small number of people. We are going to meet with 
the 10 Ambassadors from the 10 South American countries in antici- 
pation of our trip, as Senator Robertson told you, to Central and South 
America. We have already arranged, and we are arranging to spend 
1 full day in each country with the businessmen who deal in exports 
and imports. We are going to turn that day over to them, and we 
are going to invite them to tell us what they do not like about us, 
and what can be done to increase their trade to the United States 
and our trade there 

That is being handled now bv the State Department and other 
departments of Government. I had occasion here last week to talk 
tothe governorsof the International Bank and the Fund from Central 
and South America. They were very enthusiastic over the idea, and 
they estimated they might have in attendance mavbe four or fiv 


hundred businessmen, at which time they will arrange the agenda and 
pick their own speakers and tell us what they do not like about us 
and what should be done. We will take down every word that is 
spoken and bring’ it back, and it will be made a part of our record 
We can only invite a limited number of you gentlemen on the advisory 
group, according to your categories. We will get into that this after- 
noon. Our advisory eroup represents many categories of business. 

That is what we do have in mind We are ro to sav to thos 
people down there, “We want to 61] more to vou and vou want to 
sell more to us Now. how do we do it? 

‘lt 5 easv to state the problem and not so easy to work it out. 

“We want to sell more to vou and vou want to sell more to us. 
How do we do it?”’ 

You certainly have the right idea, Senator Robertson, and we will 


be disappointed if you do not ympany us on this trip. Forget that 
election next year. We will take care of that. We are Republicans 
and you do not need to worry about it, 

The next gentleman you all know. He is from Utah, and was 


formerly president of the National Association of Manufacturers, and 
is one of our very fine members of this committee, Senator Bennett, of 


Utah. 


STATEMENT OF WALLACE F. BENNETT, A UNITED STATES 
SENATOR FROM THE STATE OF UTAH 


Senator Bennetr. Gentlemen, I am sure you recognize by now 


that vou are about to begin ar ther round with o O} the questior 
that has concerned the Government and Congress si he beginning 
of time for which no solution has ever been foun hope vou ar 


not making any rash promises to yourself or this committee about th 
ultimate solutions that you expect to find 

This is one of history’s running battles, and I 
hope to do is to suggest, or devi lop and sugeest, a prog n hat will 


hink the best we can 


carry us forward for a brief time on a more favorable basis than the 
basis on which we operate now 

The magnitude of the problem I think you have already had 
represented to you this morning when you heard Mr. Morse say that 


38595—53 5 
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American agriculture is facing the problem of the need for greater 
exports; and you heard Mr. Black tell you that by an investment in 
India, they had increased the potential whe: at-production capacity of 
India by 1 million tons of wheat in one particular place 

So it is a running battle, and I — that out of our experience, our 
joint experience, we will be able to set up a situation which tempor: arily . 

least, will improve the mutual interests of the United States and its 
friends. ‘Thank you. 

The CHarrmMan. Thank you, Senator Bennett. 

The next gentleman is a newcomer to our committee; he has been 
on since the first of the year, but is a very, very able member and an 
experienced businessman who is now a member of the President’s 
commission to study this same problem, Senator Bush of Connecticut 


STATEMENT OF PRESCOTT BUSH, A UNITED STATES SENATOR 
FROM THE STATE OF CONNECTICUT 


Senator Busy. Mr. Chairman and gentlemen, having spent the last 
26 vears in a firm very largely devoted, though not entirely, to finane- 
ing the export and import business of this country and of other coun- 
tries, I find it a very great privilege and really a thrill to be a member 
of the Banking and Currency Committee of the United States Senate. 
Of course, I look forward with special eagerness to this particular 
activity of this committee. 

| hardly need say to you gentlemen that this particular study—the 
whole question of international trade—is perhaps the most burning 
question we are going to have to deal with in the next Congress. It is 
hard to think of one that will be more seriously and fully considered. 

The President has appointed under the law a 17-man Commission to 
study all the aspects of international trade, the Reciprocal Trade 
Avreements Act, the tariff, the administration of the tariff laws, and 
all those things. 

The work of this committee particularly, but perhaps not wholly, 
devoted to financing international trade, will certainly affect the work 
of the President’s Commission substantially, and I have no doubt it 
will be very, very helpful. I very happily join with my colleagues 
here in welc coming you to this effort, this joint effort of our committee 
and your advisory committee, and, as I say, I look forward to working 
with you in that connection. 

Thank you. 

The CHarrMan. The next gentleman on my right is the able Senator 
from Maryland, likewise a new member of our committee, Senator 
seall. 


STATEMENT OF J. GLENN BEALL, A UNITED STATES SENATOR 
FROM THE STATE OF MARYLAND 


Senator Brau. I think in the proceedings of the committee, the 
waterfront has been very well covered, and I shall look forward to 
working with you gentlemen, and I know that something constructive 
is going to come out of your efforts. 

Thank you very much. 

The CuHarrmMan. Another very able member of our committee, 
likewise a newcomer, is the former Governor of Maine, Senator Payne. 
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STATEMENT OF FREDERICK G. PAYNE, A UNITED STATES 
SENATOR FROM THE STATE OF MAINE 


Senator Payne. Mr. Chairman, my fellow colleagues, representa- 
tives of the executive branch, and members of the advisory committee. 

I just want to say that it is self-evident that as a result of the 
marvelous turnout that has taken place here today on the part of 
every segment of the American economy showing an interest in 
export-import trade, and the study to be undertaken by this com- 
mittee, I feel we cannot help but be successful in bringing to the front 
some very valuable information to not only our Nation and our people 
but to the people of the free world as well 

I am certainly happy to have the privilege of being able to work 
with you in the job that is to be done in the days ahead. 

Senator Rospertrson. Mr. Chairman, | want to ask that the record 
be corrected in the list of delegates which shows Paul D. Sanders, of 
Virginia, as just “Paul’’ when he is “Dr. Paul D. Sanders, and he is 
not the kind of doctor that Howard University once sent down to 
Mississippi. They had a big picture, and it showed under the picture 
“B.S.” “M.S.,” “Ph. D.,”’ a Mississippi boy said, ‘What do them 
letters mean?” 

“Don’t you know?” said another boy. 

‘“‘No; what are those?”’ 

‘“““B.S.’ means just what you think it means, ‘M.S.’ means ‘more 
of the same,’ and the ‘Ph. D’ means ‘pile it higher and deeper.’ ’ 

I want the delegates to know that he is a doctor. 

The CHarrMan. We will certainly correct the record. 

Last but not least of our members on the Senate Banking and 
Currency Committee present is the able Senator from the great 
State of Delaware, Senator Frear. 


STATEMENT OF J. ALLEN FREAR, JR., A UNITED STATES SENATOR 
FROM THE STATE OF DELAWARE 


Senator Frear. Mr. Chairman, members of this great committee 
who have assembled here today, and guests, the chairman and 
General Edgerton just had a little running battle here as to what 
was said in the time allotted to them, and I would just like to remind 
the chairman, and he does not need to be reminded of this fact, that 
General Edgerton did say something, and it is not always true when a 
Senator gets up, that he does. 

As the chairman said, I come from the little State of Delaware, and 
I am a director of the Farmers Bank of the State of Delaware. Fifty 
seven percent of the stock of that bank is owned by the State of 
Delaware. 

It is often said in Delaware that what is good for the Farmers Bank 
is good for America. I do not agree with that too much because | 
think what is good for American is good for the Farmers Bank of 
Delaware. 

There is no reflection in that remark whatsoever to anybody here, 
or anybody absent. 

There has been a lot said about the expansion of foreign trade and 
very little done about it. But looking into the faces and reviewing 
the names of this committee, within that framework is the capacity, 
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If there is no objection to Mr Tempk , he may come up here, ther 
| would like to appoml Robert Graham, > 


r., of Washington, Ind 
a neighbor of mine, also as a vice chairman \Ir. Graham is a farmet 
He formerly was in the manufacturing business, as you all know 
Graham Bros. trucks and automobiles. He is a neighbor farmer of 


mine. 

Also I would appomt Vance Brand. a banker f n Urbana, Ohio, as 
secretary. 

As the counsel for the committer I would apport William Simor 

I would like at this time to introduce Henry Holthusen, who is the 
general counsel for t] 
study group under resolution No. 25 

Mr. Holthusen, will you please stand 

1 think you ought to know Ray Donaldsot the staff director of 
Senate Banking and Currency Committee; [ra Dixon, the chief clerk 
and Lee Parsons, the assistant chief clerk 


ie Senate Banking an ( ency Committee's 


There are other staff members of our co Litt ou will become 
acquainted with as time goes on 

| do not know whether tu want these ew officers we just elect 
here in a very democratic way —l did not thi ou wanted to ta 
the time this afternoon in voting on 4 or 5 peo [ do net ki 
whether they should make speeches now or later Whatever tl 
pleasure is. 

If I may, speaking for the committee and its membership, what 
need above everything else in coming to some conclusions as to what 
we might do, or might not do, or should do, or should not do m respect 
to this matter of increasing international trad ; to learn the facet 
acts are the hardest thi o get in Wash ton, and one of the r 
sons, the big reason for inviting you gentlemen to help us is that vo 
might get organized in such a way that vou can the facts and t] 
true information from the grassroots 

There is much misinformation and misunderstanding on foreign 
trade. We have all at son time or other been ¢1 al of it \\ 
need the facts, and, as I said this morning, we have the responsibility 
we Republicans at the moment are running the Government, whethe 
we like it or whether we do not, and we have the responsibility. Fo 
example, if there is a depression, it will be up to to solve it as lor 
as we are running the Government. We have the responsibility 
the large debt and all these other things as | ve are In contre 
It is our responsibility, a 1d We ought to acce}] and we ought to ta 
the leadership. I am not mentioning these things that we have t 
deal with today on the basis of whether they a ‘ lor bad. We] 
have them, and that isall. We might as well take them and deal with 
them. There is no use taking a second worth ot time in determining 
who is responsible for these things. I have a | se, and I have to 
live with it. If you people run businesses and are losing money, vo 
are losing money, and you have to deal with it n that basis You 
have problems that come up ea h day in | I You do not hi 


them, but they are there. 

We have them. We are running the Government at the momet 
and the same problems would be there if the Democratic Party wi 
running things. The same debt would be there, the same need for 
expanding trade would be there The same pro lems would be the 
But at the moment it is our responsibility to solve the problems 


What we need are facts 
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The Export-Import B: unk is 19 years old. The International Bank 
is 8 years old. Those are the only two instrumentalities we have at 
the moment, other than grants-in-aid—governmentalwise, I am 
talking now —to have the Government helping in foreign business. 

I get back to what I said this morning. There is no use to shake 
our heads and say it is not true. We have the problem at the moment 
of keeping 63 or 64 million people working in Ame ric . I know of 
nothing worse that could happen to us than to have 7% to 15 million 
unemployed. You cannot have jobs unless we have a We have 
two kinds of trade: foreign trade and domestic trade. 

Now, how best can you help us? How can you help us? How can 
we organize this thing? 

We want the crassroots information. We have two problems now 
One is that of educating the people, and being the chairman of the 
committee I am absolutely 100 percent neutral and I am going to try 
to have a completely 100-percent open mind. As I said this morning, 
there was not a single one of you gentlemen asked for your viewpoints 
on any of this business. We want your viewpoint when you start 
checking into this whole business. 

How best can we do it?) We need the facts from the grassroots 

You gentlemen were pretty much picked from categories of business, 
from labor, from banking. There are three men here representing the 
American Bar Association, that is the international phase of it. 
There are men representing our great labor organizations and our farm 
organizations. You are pretty much a group picked from categories 
of business. 

Would one of the best methods be to divide up into committees 
categories of business? For example —I am just picking one out now 
let us take the coal business. We have coal represented. Could 
you gentlemen who represent the coal business perhaps appoint 
other people on your particular group and then hold meetings of the 
coal people all over the United States and get their viewpoints and 
finally file a report with the chairman of your advisory group? Could 
the automobile people do the same thing, the chemical people the 
same, the pharmaceutical people the same? Is that a good way to 
proceed, or would it be better to divide up into committees of all 
manufacturers in one group of finished products—maybe metal—and 
then all manufacturers of electrical equipment, the mining industry, 
the mineral industry into another group, labor into another group, 
farmers into another group, bankers into another — Then we 
have the exporters, those whose business is exclusively that, and then 
those whose business is exclusively importing. 

We of the committee feel you will almost have to divide up into 
groups because 111 to 120 people i is a pretty big group. 

Another thought I have had in mind, and one reason I have rather 
liked the category of business—well, here is what I would like to see. 
[ will just give you an example now. The same example would apply 
all over the United States. We have with us Mr. Burch of Indiana. 
He represents the small implement manufacturers, and he lives in 
Evansville. I would like to see him take maybe southern Indiana 
and get all the manufacturers and people in the mining business and 
other businesses down there who import and export or have an inter- 
est in it, get them together tor a series of mee tings. He can talk to 
them himself, take all the literature we are going to give out here 
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and get the story of the International Bank and the Export-Import 
Bank or get someone to come down there and tell them about it 
You gentlemen could do pretty much the same thing all over the 
United States because you are representative of all over the United 
States. Thereby, you would be doing an educati nal job. 

As you know, our colleges and our high schools adopt a subject 
for debate each vear. I guess you all knew that. I would like to 
get them to adopt this subject for next year and have it debated in all 
our high schools and colleges. They always adopt some subject, 
and I do not know why they should not adopt this one 

It sort of divides itself up into education, finding out what the people 
are thinking about, what they want to do, and educating them, 
educating them in terms of facts —-I am not talking about propaganda 
now—-purely in terms of facts. That is one phase of it. The other is 
vetting the experiences of the businessmen in the United States who 
have been using the Export-Import Bank and the International Bank. 
Maybe we ought to have new legislation. Maybe they need more 
money, I do not know. Maybe somebody would come up with the 
idea that they all ought to be eliminated, | do not know. I am going 
to be as neutral as I can be. 

We might talk about this and then as I said, we are going to turn 
this meeting over to you gentlemen 

There were four questions, I think it was, that we thought we would 
like to have you consider: First: 

“The operations of the Export-Import Bank and the International 
Bank for Reconstruction and Development with respect to: (a) The 
past and current fulfillment by each of its chartered objectives; (6) the 
contribution of each to world peace; and (c) the type or types of trans- 
actions by each of these banks that will promote the peace and pros- 
perity of the world.” 

Second: 

“2. The means, both by action taken in this country and action 
taken in foreign nations, by which foreign trade can be expanded by 
private financing, and the foreign investment of private capital can 
be encouraged, in order to relieve or reduce the necessity for financing 
such activities by these banks with the publie funds of the taxpayers. 

Third: 


¢ 


3. The means by which the ability of foreign borrowers and foreign 
purchasers to repay their borrowings, and to discharge their financial 
commitments for purchases from this country, can be improved and 
accelerated”; and finally 

“4. The action that can be taken through world cooperation to 
increase full employment in the United States and to increase employ- 


ment in foreign nations in order to r is+ the standard of living of the 
peoples of the world.”’ 
Those generally are things that we «ant to consider, but primarily, 


as far as I am concerned, I get back to what I said this morning. It 
is, how can we create jobs, employment. 

We, the Government, and you businessmen—and you all are busi- 
nessmen out there—that is one problem we must solv When we get 
into this matter of foreign trade one man will say, ‘‘ Well, if vou buy 
something from overseas, you sell less in the United States,” but they 
forget a furniture company might be doing a big foreign business. 
The men out in the woods are cutting the trees for the wood for 
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Mak ine the 


furniture and somebody else is making the lacquet and 
the paint. There is a lot of labor going into it 
In other words, what are th facts? Just how much labor does 
foreign trade create? How many jobs does it create, and can it 
create more jobs? Lf we build up the standards of living of the peoples 
of the other countri and they all work and they ret high wages, 
then they can buy the thi os that we sell 
Koy example as I told the Ey» port-In port Bank officials the other 
day, it is going to do some good, of course, to build a $50 million 


omething in the United State and loan somebody over there the 


l 





mney to buy it, and | lit. But after they have installed it, is it 
Ome to create a lL I i over there and are the people who buy it 
over there @g LO pay | waves so that thell people Can buy Oul 
tomobiles, our radios, and other things? If they are not going to 


do that, then it will help some, but it certainly is not going to help 
i 


ver a period of years and vears and vears 

Those are some of the things that we on the committee are very 

ich concerned with, and those are the things we want your help on 
We likewise want help on it from the standpoint of the administration, 
not because ours is a Republican administration, but because we have 

ponsibility We must take the lead, you see 

laast year, Senato M mink was chairman of this committee, and 

vas his responsibility to take the lead. Now it is my responsibility 
as chairman of the cor tee to take the lead, and we want to do it 
But, again, vovernment can Ly do so much | do not mind telling 
vou that TL will always be opposed to anything that I do not conside: 

ompatible wit the private-enterprise system, eithe r here or 1n 
other places in the world 

sometimes governni nust do thing LO heip private enterprise, 
but | think the Go ( t ought not to do vryie thine's 

| have been quit lin the past of some of om roreign proyects 
or foreign policies, primarily because | thought—-I was not against 
the principle; [ was against the way tt was done. I always had a 

bstitute for it, wl | thought was rich I do not say | was 
alwavs right, but I always had Substitute I never Was against just 
hecause | wanted to b in I would much prefer they would do 
thine’s do some SEPUCTIVE thing 

That is the kind of thing we are looking for That is what we 
vould like to hay tl advisory committee here do, act as the spark- 
plug to get this ove o edueate, No. | No. 2, vet the facts Is ita 
ood thing: is it a bad thing: what ought we to do can we improve it? 

That is what we wat Odo Now, what is the best way to proceed? 

I presume what we Senators might well do is to get out of here and 
let vou gentlemen solve it 

Should we appomn I Oo Vou Wan me to appomt, a procedures 
committee to figure out the best wav to organize and let them ficure 


it out and submit it to you coentlemen by mail, or do vou want to do 
t here today, or how do vou want to do it 


senatol Robe rtson 


Senatol Rosi RTSON | was Must gon Lo sucvesi that before we 
leave, if we al ing to leave, | would like to vet the sentiment of this 
splendid group on one fundamental issue of foreign trade In 1929 


our foreign trade exports and imports, were more nearly Ih balance 
than at any other previous time in our history, either before or since. 
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If we had not indulged a little too much in stock-market gambling 
it would have been a very fine perio 

I would like to know how many in this audience feel that one of 
the fundamental principles of selling more goods abroad is for us to 
buy more from abroad in order that they may get dollars in that way 

Now all who think that is one of the fundamental pring 
expanding foreign trade, will you please hold up your hands? 

Do you think that one of the fundamental principles of selling goods 
abroad under a system of private enterprise involves buy 10 


coods from abroad? Now I want to know abou 

A Votcr. Do you include investments in that 

Senator RoBeRTSON. | suppose so 

A Voice. You eannot categorize it that simply, I do not think 

Senator Rosperrson. We have been getting $5 billion in, giving 
$5 billion away, and sending $5 billion out 

Are we going to get our exports down to $5 billion which is what 
we are bringing in, or are we going to try to keep our machines going 
and sell our farm products abroad, like we used to do? If that is not 
the way to do it, | would like to know what plan you have in mind 
of selling abroad more than you plan to buy. 

The first proposition | would like to know about from this group is 
do you believe in opening up our markets to accept eoods in order 
that those who want to buy our goods can in that way earn dollars 
and not have them loaned to them or given to them 

The CuarrMan. If the Senator will yield, we want to be factual 
We do not want to come to any conclusions for the moment for the 
simple reason that we have no facts. 

We are here to study this problem and to arrive at conclusions. 
As I said 2 or 3 times today, we bave never asked a single one of you 
gentlemen what his philosophy was, and we are not interested. You 
all know that we try to deal in facts. 

I think what we ought to do now is to proceed with organization 
work if you do not mind, Senator. 

Senator Ropertson. Mr. Chairman, I will not press my point. 
All they need to do is look at the reports of the Tariff Commission to 
get the facts on my point 

The CHarrMan. We want to look at it in a factual way and then 
arrive at conclusions. 

| said this morning that I was never able to sell a man who did not 
have any money. That was a pretty broad statement. 

Mr. Watrter S. Doxsey (president, American Steel Warehouse 
Association, Inc., Cleveland, Ohio). | am very much interested in 
the organization of this committee, Mr. Chairman, and | would like 
to introduce a little democracy into these proceedings by offering a 
motion. 

I think all of us are pretty much awed by the enormity of the 
problems which have been laid in our laps this morning. We ar 
very much interested in getting the facts, and | certainly agree with 
Senator Capehart when he points out the primary necessity fo1 
getting that kind of information. 

I think we have all experienced similar situations such as we have 
here with the organization of this committee, when the committee 
and its members and subcommittees have gotten off to a wrong start, 
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gotten off on the wrong track, by too hasty organization and too 
hasty appointments of subcommittees. 

You have talked of the different business groups, the farm group, 
the banker group, the labor group. | question very much if the 
objectives of this committee could be accomplished through commit- 
tees so divided 

I do not know that I have any better suggestion to offer. I have 
not. However, I would like to offer the motion, Mr. Chairman, that 
the chairman of this advisory committee, with the help and advice of 
the two vice chairmen, be authorized to appoint a committee on pro- 
cedures and that this committee on procedures, with the advice and 
hh Ip of the chairman and the other officers of the committee, select 
the subcommittees to study these various problems. 

[ offer that motion, Mr. Chairman 

The CHarrMan. | am turning over the gavel to the vice chairman 
in view of the absence of the chairman 

Mr. Tempus. You have heard the motion. Is there a second 

he motion was seconded 

Mr. Tempxe. Is there any discussion? 

If there is no discussion, will all those in favor signify by saying 
‘Ave.’ Contrary? The ayes have it, and it is so ordered. 

The officers, Mr. Chairman, will draw on the body of the advisory 
committee for a further group of a half dozen or so for a committee 
on procedures, and | suppose the first job of that committee is roing 
to be a division of this problem into workable segments, which may 
be the biggest part of the job. 

Of course, in Mr. Ingersoll’s absence I could not suggest how long 
it might take to complete that work. I quite agree with what the 
author of the motion has said about the importance of getting the basic 
definition of the work and the basic organization properly set up 
because it may mark in the end all of the difference between the 
success and failure of this venture. 

The CuarrmMan. I presume there is nothing more we can take up 
here today, excepting I think we have some distinguished persons here 
iat you would like to hear a few words from. J am certain that you 
vould all like to hear from my friend, Mr. John Lewis. 


») 


{ 


STATEMENT OF JOHN L. LEWIS, PRESIDENT, UNITED MINE 
WORKERS, WASHINGTON, D. C. 


Mr. Lewis. I don’t know why the distinguished chairman looked 
over in my direction this early in the day, but I do want to attest to 
the importance of this great problem that the Senate Committee on 
Banking and Currency is undertaking to study. I think that im- 

ortance is exemplified by the attendance here of such a distinguished 

group on the Advisory Board, who have separated themselves from 
their own personal obligations and business affairs and have under- 
taken to render a public service to all Americans. 

The question of the volume and degree of foreign trade which our 
ountry can enjoy has been a very great and outstanding question in 
the last 140 years in our Republic. 

[ think an examination of the records will reveal that we have never 
at any time been able to export on the average more than 10 percent 
of our agricultural production, and probably 6, 7, or 8 percent of our 
fabricated manufacturing production 
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Apparently that has been the limit which the other nations could 
buy from us, due to considerations of exchange, annual income, ex- 
porting ability, manufacturing aptitudes and all the other factors 
which enter into that situation 

One might say that that volume of export is not the controlling 


factor. | think in a broad sense that is tru Nevertheless that 
volume of export through the years has been a distinet aid to American 
enterprise and industry, sometimes making the difference betweer 


going forward and going backward 
By and large, and firstly, that record means the internal buyi 
power of the United States of America has to be equal roughly t 
90 percent of its total production. With a constant increase in 
lation, and with a constant increase in the number who become avail 
able for employment annually with the tremendous increase in 
capita productivity which is manifest in all our enterprises, it remains 
that each vear there is a greater tonnage of American goods that has 
to be taken away from the factory, the mill and the mine, and find a 
market, and through the vears that market has been about 90 percent 
Now the world obviously needs more. Obviously it has the cor 
suming capacity. Obviously the world population is advaneing. Ob- 
viously the pressure for food and a right to live is going to become 
the 


mad clamor among an increasing multitude of people in all 
countries of the world. 

The population increase is a subject I suppose that other com 
mittees of Congress will study, or at least our scientists will 

But under the fiscal relationships as they exist between nations, it 
axiomatically true that no nation can buy from the United States any 
more than they can find the value wherewith to pay, either in coin 
or in kind. 

It is also true that the United States cannot permit the importation 
of greater quantities of consumers’ goods and capital goods than ou 
market can absorb over and above our own natural productivity 
without affecting employment opportunity, without alfecting pu 
chasing power, without affecting internal revenue, and the tax status 
of all citizens in relation to the Government 

I do not quite agree with the theory that the only way to increas 
our export of goods is to increase the purchasing power of these ot! 
nations, or to increase their opportunity to have their goods admitt 
into the United States. 

I think every shipload of consumers’ goods that comes to thes 
shores from Germany, Japan, India, Italy, or elsewhere, is going to 
lay idle a corresponding number of American workmen and aff 
American business in the same ratio 

If the United States was securing in foreign trade, in purcha 
from several countries with whom we deal the same amount as 
aid which we give them and the goods which we buy, we would hay 
no serious complaint at this time, but that is not now true 

Congress has been laboring with this question, especiaily since th 
last war. It has created the Export-Import Bank and the Int 
national Bank. ‘Their reports are here for us to study, and we hay 
been familiar with, from time to time, the progress of those institu 
tions. We have created the point 4 program We have created 
the armament and defense program. We have created sundry and 
divers means of aiding various countries to meet their emergence) 
and crises which occur 
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3 that our foreign trade is diminishing. Our foreign 


1 ¢ the fact y 
ir, substantially m the consumers’ goods industry, 


trade 1s diminis 


and percept bly in the capital-goods mdustry 


| 
31 


Under ow foreign pol vy, with aid being Given to stricken nations 
and others, the productive capacity of those nations is being increased 
for the tvpe and charact of goods which they are qualified to pro- 
cd In addition, many tions have been aided m creating and 
1) ain mdustries wh » did not previou exist in those countries 
fore the last mayor contli They are exploiting reserves and assets 
With financial aid from our own Go rment to throw on to the world 
market units of manufacture and production which previously did not 
exist We are doing that under the assumption that in order to create 

balance of trade and reach prosperity, we must aid them to establish 


hemselves on a higher standard of | ing, there by viving access to a 
higher number of commodities essential to a higher standard of living 


Ld vever, thre record 1s that thre monev we have spent has hot 


largely increased the tandard of living in those countries. Anvone 

who has anv doubts about that need only go mto Latin and South 
rt } + ] 

America Those who go down on the projected visit, L think, will 


have ample opportunity to observe the fact that the multitudimous 
millions of dollars which have been spent in South America since 
World War IL have not reached the poeketbooks or purses of the 


population Whose buvin power Is so Dad needed It has enriched 
those who are already in a comfortable position. It has entrenched 


‘ ‘ 


politicians and made them more powerful. It has tightened the arbi 
trarv torees ol government 1n some of those states so that those who 
were in control are now more safely entrenched. But it has not raised 
the standards of the population of those countries [ mean the fifty- 


odd million in Brazil, and the corresponding populations in the othe 


countries of South America. 
Nhe Bolivian miner-—and Bolivian tin has been a matter of debate 


for the administration for vears, now, and still is—is one of the most 


woeful human beings who exists in our Western Hemisphere. He has 
an inadequate diet. He is in a harsh and severe climate and lives 
under conditions that no human being should be forced to endure 
The same is true in many other countries. 
We have these devices that the Congress has created. I think 
biney should how tell us why Oul foreign trade Is dropping ofl and 
what else we should do in the light of their experience, their contacts 
their expenditures, their study and them knowledge with this great 
question of foreign trade 

\s a matter of fact, much of the money which we expend and loan 


to foreign nations does not come back to the Unite | States in the form 


of dollars for purchases of our goods. Our procurement policy for 
military and civil service in foreign countries requires large expendi- 
tures and outlays of American money. Our purchases of bulk goods, 
commodities and natural products products of nature—in some of 


these countries do not return in the same volume purchased in this 
country 

For instance, foreign governments as of last May had invested 
$2.5 billion of American money given to them in some form or another, 
in United States Government securities. We give them the money, 
they buy our bonds, we pay the interest and the taxpayer foots the 
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bill. What do you make out of that? Two and a half billion dollars 
as of last May. 

In addition Lo that. we are buy no rol at S35 an ounce on the 
world market We are giving and lending money to those gold- 
producing countries to increase their gold production, while we are 


minimizing gold production in the United States and stopping the 
development of our own indust ¥, where we could produc ’ ie gold. 
here, and sell it to our own Treasury It is another wav of subsidizing 
foreign industries. 

Since last December our gold reserve has decreased by $1.110.- 


000,000 as of August 7, this vear, by the purchase of our gold by 
foreign governments with American dollars. What are you going to 
do about that? 

I think the practical problems of life sometimes intrude themselves 
into these considerations of sentiment and diplomacy. 

Every country that has been rehabilitated—Japan with its 80-odd 
million; India, the Mediterranean, the Baitic, European countries, are 
increasing their production with facilities which they have acquired 
by the help of our Government WwW hat is going to become of those 
goods? Obviously, because the standard of living of me population 
has not been raised, the population does not have ‘the buving power in 
order to maintain that increased quantity of production, so they are 
going to seek markets, and they are going to sell in the world markets 
at any price that will move those goods because they have no other 
alternative. That means that American goods will be frozen out of 
those markets, just as they are being frozen out in South America. 

1 know one shipping concern that laid off 16 cargo vessels on the 
South American run in the last 12 months because of a diminishing 
market. 

Russia has just completed a trade agreement with Argentina for 
an exchange of goods estimated to be worth approximately $200 
million. It is for 1 year. It is subject to automatic renewal. What 
are they going to send there? I will read vou some of the items. 

The Soviet is going to se nd Argentina 500,000 tons of crude petro- 
leum, 300.000 tons of coal, $500,000 worth of pe troleum produce ts, $25 
million of industrial product ts and raw materials. Also oil-well-drilling 
equipment, railway equipment, tractors, and so forth. 

Argentina will export the following to Soviet Russia: 75,000 tons 
of linseed oil, 15,000 tons of tanning extract, 14,000 tons of leather, 
20,000 tons of wool—plus anything else that is convenient and of which 
they have a surplus. But it means that American goods won’t go into 
the Argentine as long as this arrangement is effective 

What is Brazil doing? We spend $70 million or more a vear with 
Brazil for coffee. What does Brazil do with the money? ‘They shop 
in all the cheaper markets of the world with American dollars, and 
they don’t buy American goods, except on the cuff, and ongress 
every now and then passes a $300-million appropriation bill so they ean 
pay our exporters, as they did last winter, and the taxpayer foots 
the bill. 

The whole fiscal policy of Brazil is designed and operating now to 
set up an arbitary embargo against the goods from America, in the 

‘apital-goods account, while their stores and business houses are filled 
with the cheaper goods from Japan, from Italy, from India, England, 
and the Low Countries. Do you know that American automobiles 
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are practically embargoed in Brazil now? They need automobiles. 
They have some. But the only American cars you'll find there are 
the ancient Chevrolets and Fords of the old type, while the modern 
ears are the small Italian, French, and British cars. That is because 
they take our dollars and shop with them at a premium in the cheapest 
markets of the world. Those things run to the consideration of state 
policy. And those are things with which our State Department 
should concern themselves 

As a matter of a fair deal, | don’t think Brazil has a right to take 
that $70 million which we give for coffee annually—Americans being 
the biggest coffee drinkers in the world, and we being their largest 
customers—without an agreement to spend an equivalent amount here. 
| think we have to modernize some of our trade relationships and put 
some practical commonsense into them. 

For years and years after the war under the tripartite operation of 
the Ruhr mines, Britain was allocated one-third of the output, at 
two-thirds of the cost of production, creating a deficit of $55 million 
a vear in Operating costs that we paid in order that Britain could get 
the coal below cost. What did Britain do with it? She traded it to 
the Low Countries for dairy products and grains and meats, and to 
Sweden for iron ore, and to Norway for woodpulp, on an exchange-of- 
goods basis which gave her a profit on every medium of the transac- 
tion. That arrangement was only changed when they went into this 
new coal authority and steel authority. 

Right now, German salesmen are overrunning South America, which 
is 2 natural sphere of trade for American interests—this hemisphere. 

German steel interests are entering into Brazil and offering to erect 
steel mills there, furnish the German steel for fabricating purposes and 
erection, and German coal to operate the mills, it being of metallurgi- 
cal quality 

What will follow? Well, the same German interests will erect some 
automobile fabricating plants there, and instead of having merely 
physical embargo against American cars, you will have a physical 
production embargo against American cars with the Brazilian Govern- 
ment playing with a foreign interest. 

In spite of everything that we have done for the peoples of foreign 
countries—and America has done those things in equity and good 
conscience and with a desire to help and from a very humanitarian 
standpoint—our foreign trade is in a more precarious position now 
than it has been since the war. America is gradually losing her posi- 
tion of world leadership. It isn’t lost, but it is impaired. 

An anti-American feeling is being engendered and does exist to a 
marked degree in all of South America, in Latin American countries, 
and elsewhere to a certain degree throughout the world. ‘That 
anti-American feeling is being not only engendered but fanned into a 
flame by foreign-trade interests. It is predicated on the fact that 
primarily the Latin American doesn’t love the North American. They 
claim we are all rich; that we are arbitrary; that we are always in a 
hurry; that we rarely consider the convenience or pleasure of others, 
and that we have many other attributes of character that don’t appeal 
to them. 

On that premise we are losing our foreign trade. 

The whole fiscal policy of Brazil is designed to blackjack American 
manufacturers and exporters. Manipulation of the currency in 
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Brazil with the fixation of the cruzeiro price at 18 and a fraction, for 
any American who buys goods, if he is in the 4-percent category, as 
against the European or the Indian or the Jap who can go out in the 
street and buy his cruzeiros at anywhere from 34 to 48 to the dolla 
The American gets credit of 18 and a fraction eruzeiros to the dollar 
These other fellows can pay their debts with cruzeiros they buy in th 
counting houses on the streets at prices that range from 34 to 48 to the 
dollar. That is true notwithstanding the fact that we are the best 
customer of Brazil in many commodities. 

Gentlemen, there are some signs on the horizon that do not look 
too well for America. These stock-market temblors which are coming 
along cause me grave apprehension. They are like the long swell 
of the sea before the storm and the hurricane and they betoken 
apprehension and concern in the minds of many Americans. They 
carry with them the seed of a possible psychological situation, when 
America will become economically frightened and go backward. | 
hesitate to see the day come when we will start in reverse again, because 
the momentum of our country will be very great under those circum- 
stances, and momentum is a fearsome thing when it affeets a country 
of our magnitude. 

It is questionable whether our country could endure anothe 
depression of the magnitude of 1929, and preserve public order in 
America. 

I think it is well that the Congress is undertaking to study these 
things. The chairman knows I was a little reluctant to serve on this 
advisory committee, because I thought perhaps it would just be 
another advisory committee—and we have all been on advisory 
committees—but he assured me it was not that kind of an advisory 
committee, and I am going to believe him for the time being and 
hope, with you, that he can do something about it. 

But there are practical questions which run to the question of 
Government policy in our State Department, our Commerce Depart- 
ment, our Treasury Department, and other departments of govern- 
ment which can have a marked influence upon this question of 
American trade. 

I don’t know that we are going to be able to secure at the best, an 
outlet for any more of our goods than we buy elsewhere in volume 
unless we revert to some basis of exchange in kind. I do know that 
under all circumstances we should be exporting more of certain goods 
The coal industry should be exporting 50 million tons of coal this 
year instead of a fraction of that amount. It would make the differ- 
ence between reasonable employment and subnormal employment in 
the coal industry. It would make the difference of many millions of 
dollars of revenue to the Government in the form of taxes, from 
corporations that show a profit or a loss. 

It is not a difficult thing to do, but there was no one to do it. 

Right now, for instance, we give Italy and France and Yugoslavia 
and the Low Countries money. They take that money and they buy 
Polish and Czechoslovakian coal. The Poles won’t take in exchange 
for the coal the Dutch guilder or the French france or the Italian lira. 
They want to have the American eagi2 on it. So our taxpayers dig 
up the money and the French buy their surplus coal from Russian 
Poland, when America might give them the coal and save the dollar 
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und save the taxpayer and make a profit on the transaction for our 
people who are in business and furnish employment for our people. 

Japan doesn’t possess metallurgical coal of any great value. She 
has a steel industry and eighty-odd million people. She needs metal- 
lurgical coal. Now, there is no reason why she couldn’t get it from 
the United States except that we don’t have the aptitude to furnish 
the coal so we give her money and she buys Manchurian coal from the 
Russians. Our mines are idle, our railroads don’t haul the coal, our 
businessmen in the mining communities don’t have the trade, the 
Treasury Department doesn’t have the taxes because we spend 
$1 billion a year in Japan on procurement for the Armed Forces, and 
they take the dollar—the Russians won’t take anything else—and 
they buy Manchurian coal to operate the Japanese steel industry and 
enable them to enter the markets and undersell and underbid our 
fabricated steel products in the world markets. 

There are many practical considerations about this and in my 
judgment a lot of them are susceptible to adjustment almost by 
administrative policy. Congress may do well to define the policy. 

My concept of our merchant marine is that it is a device to carry 
\merican goods to market, and the subsidy of the merchant marine is 
justified by Congress on that basis. Yet our merchant marine ts 
being driven off the seven seas. I suppose you know that. The 
new ships that the United States is building are but a drop in the 
bucket to what is happening in other countries. 

I think last vear, the last calendar year, we had 68 or 69 ships of all 
sizes, mostly coastwise on the ways and being built. While Britain 
who has no money and has an economy out of balance, and who gets 
money from us, built 600. Britain built 600. 

The Maritime Commission is building about 35 modern fast cargo 
vessels this year. They are 21 knots and I don’t know the capacity. 
They cost about $9 million. Under the Subsidy Act they will sell 
them to shipping interests who will buy them for $5% million or $6 
million, or thereabouts. 

\merican ship operators cannot amortize the purchase of those 
ships and pay American wages on those vessels and meet the standards 
required by our maritime laws, in competition with ships in dozens 
of other countries that have been built by funds given them from the 
United States 

Why even Pakistan at a time when Congress was sending them 
| million tons of wheat because they were destitute, or impoverished, 
or hungry, was building a merchant marine with our money. So 
Pakistan is competitive, along with all the rest. 

That is what American businessmen and American investors and 
(merican salesmen are encountering abroad, 

I was down in Rio not long ago and spent a whole afternoon with the 
executive board of the American Chamber of Commerce. Every one 
of them was an executive of some standing In some major American 
corporation. All of our major corporations are represented there. 

| thought we were going to have a brief meeting. As a matter of 
fact, we staved there all that long hot afternoon, while they told me 
of the obstacles being placed in the way of Americans doing business 
in Brazil. And every one of them was a man qualified to speak, having 
responsibility in his own organization and representing our largest 


producing corporations. 
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[ think when the committee goes down to South America, they will 
be very hospitable. They will serve you coffee everv time vou turn 
around or go into an office—in those little cups. They will treat vou 
well. But I don’t think it will mean very much unless vou ean arrange 
for the removal of some of this opposition to American goods 

I could speak with some degree of knowledge about Chile, Peru, 
Colombia, Ecuador, Bolivia, and Paraguay, as well as the countries 
I have mentioned. I don’t want to bore vou and be repetitious, but 
you can take my word for it similar conditions prevail there and the 
same foreign interests are working to discredit American enterprist 
American methods, American goods, American diplomacy, in building 
up a hostility to American goods. 

Some of the information I have about South America I have trans- 
mitted to responsible agencies of our own Government I don’t 
know whether it has helped or whether it hasn’t. I do know that 
In every practical sense we need to approach this question in a practical 
way, and I think it may run to the question of continuing stability 
of our economy at the present time, or an earlier relegation to a condi 
tion of instability. It is yust that important. 

It does run, Mr. Chairman, as vou have so well said, to the question 
of jobs in a community, the question of the maintenance of the family, 
the question of the continuing volume of commerce and prosperity, 
and the question of revenue of the Federal Government, so it can’t 
be given too much attention 

I am sorry to have talked so long, and thank you very much 

The CHarrmMan. We appreciate very much your candid, frank 
statement 

As | told you, and as I have told everyone else who bes approaches 
me, the purpose of this group and the purpose of our study is to get 
the facts and the opinions of people and to get them from the grass- 
roots 

I again want to Say that this committee was not picked with the 
idea of learning the viewpoint of any one person. When the work is 
done you will be at liberty to file a majority report or a minority 
report, or whatever vou want to do. 

I think Mr. Lewis has brought out better, possibly, than I have 
been able to do, and as cood as anyone could do, the many, many 
problems facing this country in respect to trade. Likewise the dive 
gent opinions that we have in the United States with respect to this 
matter. We want all these opinions. As I say, we are going to sit 
here with open minds and be as neutral as possible, and when it is 
over we hope we will come up with the right conclusions and we hope 
we will come up with something that will be helpful. We certainty 
need foreign trade, and we certainly need to keep our people working 
and keep our factories going. There is no question about it. It is 
a big problem. 

You were pointing out the rceadblocks in these foreign countries, as 
vou experienced them on your recent trip and otherwise 

One of the things we intended to do as a committee was to make a 
studv of what might commonly be known as the roadblocks in doing 
business in all countries of the world We are gome to publish it so 
we want it to be very, very factual, showing not only the roadblocks 
with respect to trade, interchange of goods and services, but likewise 
the roadblocks one encounters in making foreign investments, such 
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as expropriations and all these things you gentlemen are familiar 
with 

We have found that the Department of Commerce has already made 
such a study and has issued a booklet on the roadblocks, and you will 
find one of them in your portfolio. We have given up the idea of 
doing it again except that we are going to accumulate all the informa- 
tion and try to get it together in one place. 

Regardless of what the problems are, and they are serious and big, 
I get back to this, that it is our responsibility as "the party controlling 
our Government to find a solution, and your responsibility to help us. 

I like the kind of talk that Mr. Lewis made. You cannot hit a 
bull’s-eye unless you can see it. Others may have entirely different 
viewpoints, and we certainly want all of them. 

Senator Roperrson. Mr. Chairman, the interesting remarks of 
Mr. Lewis raise a question in my mind that I would like to submit 
either to Paul Hoffman if he is here—he has had wide experience in 
the subject of foreign trade —if not, Eric Johnston, the former presi- 
dent of the chamber of commerce, and now engaged in selling moving 
pictures abroad as well as at home. 

Mr. Lewis said, and very properly I think, that if a foreign nation 
buys from us, it will have to pay either in coin or kind. Then he 
explained that we could not take it in kind because that would take 
jobs away from American workers, which meant he would have to pay 
it in coin and the only coin worth anything to us is that very lovely 
dollar with the eagle on it. That left me, Mr. Chairman, in the situ- 
tion of the cowboy at the roundup when, to squelch a very talkative 
‘owboy who asked a lot of questions when they wanted to be quiet 
and rest after a hard day’s work, that the next cowboy who asked a 
question which he couldn’t answer would have to cook for a week, 
and all of them hated to cook. So the talkative cowboy kept quiet 
for several days, and then one day at supper he said, ‘I have been 
watching a ground squirrel digging a hole, and | wonder how it is that 
a ground squirrel can dig a hole and not put any dirt on the outside.” 

They said, “ All right, smart one, you have asked a question. Now 
you answer it.’ 

‘Why,” he said, ‘that’s easy. He just starts digging at the other 
end of the hole.” 

‘Wait a minute, how did he get to the other end of the hole?’ 

‘Now,” he said, ‘‘that’s your question. 

[ want Mr. Hoffman to tell me how a foreign nation is going to 
start digging up dollars at the other end of the hole. 

The CuHarrmMan. Yes, I think we have a number of distinguished 
folks here. We do not want to stay too long, because I imagine Mr. 
Temple here would perhaps like to get on with his organization. I 
am sure you all want to hear from P aul Hoffman of South Bend, Ind. 


STATEMENT OF PAUL G. HOFFMAN, CHAIRMAN OF THE BOARD, 
THE STUDEBAKER CORP., SOUTH BEND, IND 


Mir. Horrman. Mr. Chairman and Senator Capehart, there was a 
time when I[ would not have dared to turn my back on a United 
States Senator, but I think perhaps in this case I should. 

1 am not cong to get in any debate, Senator Robertson, here, this 
afternoon, because I think we have a lot of work to do. 

| would like to enlarge upon Mr. Doxsey’s motion. 
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Like Senator Capehart, I believe in getting the facts. As someone 
said, if you don’t get the facts, the facts get you 

The question I am troubled about is, What facts? At the 
moment, I am not clear in my mind as to what facts we are supposed 
to deal with. If we are talking about this whole general subject of 
international trade, I think that is one thing. Therefore, I think 
this committee on procedures ought to add to its responsibilities a 
somewhat sharper focus on the questions that we are to try to answer 

I always like to come to Washington because the Senators always 
refer to everyone as distinguished visitors, so don’t get any impres- 
sion, because they use the word “distincuished”’ in replying to vo 
that you are all an exception. You are visitors to Washington, but 
you are an exceptional group. And with this committee of 111 
there are brains, and great Oraine, but I assure you that unless they 
are applied to a sharply defined segment of this problem, you are going 
to waste your time. You can scatter vour fire 

I would like to see, for example—lI just throw this to the committee 
as a suggestion—I think someone has to face the question as to the 
level at which we want our international trade stabilized 

What Senator Robertson said earlier is essentially true, that unless 
we want to keep on giving our dollars to people to buy our goods, we 
have to give them a chance to earn the money for which to pay for 
those goods. Strangely enough, I am one of those who believes that 
any program that calls for giving away dollars is essentially an un- 
sound program. The only proper basis for business relationships, or 
relations between countries on a business basis, is that we should 
only sell those goods that we can get paid for with dollars earned 


by those we sell them to, directly or indirectly. They do not always 
have to ship us goods; they can perform services. We can invest 
money abroad, and in that way we can supply dollars that will come 
back to us, but we want to get on that basis, and furthermore, the 
American public wants it on that basis. They have made that very 
clear. 


So you face the practical question as to where you want to level 
trade. 

I happen to think it is in the neighborhood of $16 billion. I don’t 
believe the free world outside of America can remain free and continue 
to gain strength unless they are able to get American goods and serv- 
ices to the extent of about $16 billion a year. It might be $15, if 
might be $17, but that is the first thing. Once that is determined, 
then the question is, what from a standpoint of America is the best 
policy that will permit the people of those countries to earn the neces- 
sary number of dollars, and there is no easy answer to that question, 

We have got to, in my opinion, accept more competition from goods 
abroad than we are accepting at the present time, if we want to give 
them a chance to earn the additional $3 billion or $4 billion that they 
need to get the balance. But the balance we must get. 

In the years since 1946, the American taxpayers have paid sub- 
sidies to those shipping goods out of America to the extent of some 
$35 to $40 billion in order to provide the dollars with which to buy 
those goods. Prior to that time, an additional $25 or $30 billion 
was paid. 

I don’t think the American taxpayers, as a total group, are willing 
to continue to pay taxes for the benefit of any spe cial groups 
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lo get down to the point, do we want to level trade? I happen to 
be one of those who believes it would be very dangerous to drop the 
level of American exports by $4 or $5 billion. I think it would be 
very dangerous for the country and very dangerous for the world, 
but that is a question 

If | were trying to throw the central question at the committee, | 
would say that that is the central question, lt you decide that you 

ant trade ft veled ata hich level, then vou have to deal specifically 
With a great many problems as to how we ean create a program that 
will permit the people of the foreign countries to earn these dollars. 

If you should decide it is perfectly O. K., and you will take the 
risks that go with leveling trade at $4 billion less than at present, 
which they ean presently earn if we go on that basis, 2 years from 
now they would only be able to earn $8 billion, and then about $6 
billion, beeause L think that poliey would result in a constant lower- 
ng of the level. If vou decide that, that is one thing, but as I say, 
| think the committee which has been appointed must first deal with 
the problem of focusing the question that they want answered, or the 
questions lf vou decide there are 4 questions, I think then you can 
have 4 committees dealing with those 4 questions. 

You might decide on another procedure, but until vou settle the 
essential question, | do not see how you can get on to procedure at all. 

| would like to say just one thing. As far as the automobile indus- 
try is concerned, we have always been willing to take on competition 
wherever we found it and we never have asked for any protective 
tariffs on our goods at any time, and we would be glad to see them 
remove the 10-percent tariff that we now are supposed to enjoy, but 
don t want 

The CuarmMan. I think it is impossible for us, at the moment, to 

do much more than we have, which has been to invite you people here 
to have this first meeting and get acquainted. It was awfully nice of 
the Cabinet members to come over and be with us and talk to us, but 
we just could not set up the procedure for you. You will have to do 
that vourselves. 
We have a staff here, and if it is not big enough we will add to it to 
help on all the detail, the letterwriting and all that sort of thing 
llowever, you will have to set up your own procedure and do this job 
in vourown way. The only thing that we ask is that you keep a com- 
plete record of exactly what vou do, because we are going to hold public 
hearings starting about the middle of January on this whole problem. 
We are going to have public hearings. We are sincere and honest 
When we say to you that we want everyone’s viewpoint. We want 
the majority and minority viewpoint if there is such, because as 
Mr. Lewis stated a moment ago, the situation is grave, it is serious. 
Our exports are falling off, we are getting more competition through- 
out the world, there are a lot of roadblocks in all these countries 
where we are doing business, and we have some roadblocks in our own 
country against the other fellow, too, 

We want your help. Please do not feel just because we could not 
lay it right out on the table exactly and specifically what you were 
iat there is not a lot to be done. Your officers, now, are 
going to have to get together and work this out. You have already 
authorized your chairman to appoint a procedures committee, and 
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I think you have a fine group of officers in Mr. Ingersoll, Mr. Templ 
Mr. Graham, Mr. Brant, and your counsel, Mr. Simon 

With those remarks, I just want to say thanks a million, and I 
assure you that we do appreciate your help. Please do not leave 
here thinking that this is the end of it. This is just the beginning 
We feel we have gone just as far as we ean today 

Mr. Herpert Barcuorr (executive vice president, Eastern Brass 
& Copper ee Ine : New York, N \ | an me of the re presenta 
tives of so-called small business. 1 understand that the survey is on 
the Export-Import Bank and International Bank for Reconstruction 

The CHarrMan. As it relates to extending our foreign trade 

Mr. Barcuorr. I don’t see how these problems can be taken with 
out the tariff problem coming in as an integral part 

The CuairmMan. That is, of course, in the jurisdiction of anothe: 
committee. 

We hope that you gentlemen will stick to banking as it relates to 
these matters. However, we cannot keep you from doing anything 
you want to do because you are a free and independent committee 
I would caution against getting into that phase of it, if I may 

Mr. Barcuorr. Thank you. 

The CHarrRMAN. I am going to turn the meeting over to Mz: 
Temple, your vice chairman. Mr. Temple. 

Mr. Tempe. | am simply going to say that Senator Capehart has 


taken us up on top of a mountain here today and said, ‘There is the 
world.” 
The world looks a little bigger and more complicated as each hou 


of the day has passed. 

We came in here—at least I did—thinking that this study would bi 
centered on the Export-Import Bank, and the International Bank 
and it seems to be that it gets submerged in the flood of these general 
problems and general considerations. 

Mr. Hoffman’s remarks were most timely and aimed at the real 
problem that is before your officers and the committee on procedures, 
which is to focus this question, to define it, to break it into workable 
segments, and to set up a proper organization of subcommittees o1 
subgroups for the study in some concrete manner that will produce 
concrete results. 

[ cannot speak for anyone else. We have not even met before, 
and we have not consulted, but I think I can safely say, or pledge, 
that your officers Senator Capehart has appointed recognize the 
magnitude and the value of the task to which he had entrusted us, and 
I take the liberty of also pledging that to him on your behalf. 

I declare the meeting adjourned 

(Whereupon, at 3:30 p. m., the committee adjourned. 
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Export-Import Bank—List of credits, Feb. 2, 1934-Jun 
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Export-Import Bank—List of credits, Feb. 2, 1934-June 30, 1953—Continued 
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SUMMARY 


} t-] mport I ( 
I » 
( Au NK 
( } ) P »”) le a ) / 
\ 
CA \ \ 
( C} M - 
1 
\ i ( ( 
I 
HAI 
( ( 4 
EXICO 
/ \ 8. OM 
HEI I ESIA 
I I RI ( B \ 299 40) 
( 
UGA DA 
Copper-cobalt pr ict <ilembe Mines, Ltd $7, 500, 000 


51, 480, 000 





STUDY OF EXPORT-IMPORT BANK AND WORLD BANK 59 


('no ici f VAS 
Cotto S5. OOO. OOO 
Fertilizer 5 500. 000 
Tractors and spare parts 5 450, 000 
Kquipment, machinery, ete., for manufacture of fertilizer 700, 000 
Wheat 7 


7, 250, 000 
3, 500, OOO 
& 263. OOO 


Coal 
Railroads 
Mining equipment: 





[ron 200, OOO 
Sulfur and copper 1. 220. 000 
Pungsten 230, 000 

] ad 64, OOO 

Do 1. 425. 000 

Klectric power 2 400. OOO 
Fertilizer and steel plants 6. 000. 000 
Floating powerplant 728 000 
steam plant 973. 000 


Mining equipment: 
Pota 





h 500. 000 


Lead g? OOO 
kKquipment for powerplant 650. 000 
Klectrical equipment 2 000. 000 
Oak staves 500. 000 
Vinplate 2 000. 000 
Kquipment for powerplant and minins 1, 706, 000 
Steel plates for tanker 375. 000 
Farm machinery and seed-processing equipment 8 900. 000 
Ammonium sulfate project 1. 840. 000 
Agricultural shop machinery 150, 000 
Equipment for coal mining 174, 000 

Do R18. 000 

Do 150. 000 

Do 723. 000 

Do 376. 000 

Do 143. 000 
Equipment for food processing 150, 000 
Steel plates for tanker 500. 000 

Total, Spain 62. 450. 000 


Loans and credits administered by Eximbank under the ] i 
Cooperation Act of 1948, as amended, for other countries, total_ 1, 509, 047, 000 


Grand total 1, 571, 497, 000 
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International Bank for Reconstruction and Developmer List of credits te 
June 80, 195 Continued 
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FRANCE 
FR ‘ Equipment and materials for r tru Cre National $250, 000, O0E 
tion and development 
Total, 1 loan 250, 000, OM 
CELAND 
46 I¢ Electric power development Government of Iceland $2. 451 ‘ 
53 IC Agricultural development lo 1. OOS, OOK 
69 I¢ ; Fertilizer plant 10 R54, Of 
Total, 3 loans } | 4, 312, OOF 
| | 
INDIA 
171N Railway rehabilitation Government of India $34, 000, 00K 
19 IN Agricultural development io 10. 000. OOK 
23 IN Electric power development do 12” Rng 
721N | Electric power development, flood control, lo 19. 500. OOK 
| and irrigation 
71 IN Expansion of iron and steel production | Indian Iron & Steel ¢ 1, 500, O06 
facilities 
Total, 5 loans 113, 500, 006 
IRAQ 
26 IRQ... Construction of a flood-control project G rnmeé Ira $12, 800, OO 
otal, 1 loan- 12, 800, 00 
ITALY 
1 Eqt nt and materia r 10-year dé Cassa per I] M g $10, 000, 000 
l ‘ plan of ithern Italy 
| : . 
} Total, 1 loan ] 100. 000 
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International Bank for Reconstruction and Deve opment List of credits te 
June 380. 19538 Continued 
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t 9 8 
ETHERLANDS 
} ri I ( rnment of Netherla $19 »), DOL 
vi i ind elo} ent 
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I { i é \ Ned,-Amer t 100, OOK 
M H nd-A 
; Pur e of S. Friesland i Drente N. V. Rotterdamsche Lloyd 4, 000, 000 
15 NI Equ ent for reconstruct ind 1 1 Herstelbank 15, 000, 000 
‘ l ion particular Indust! i plants 
9 NI Purchase of aircraft KLM Royal Duteb Airlines 7, 600, 000 
1 otal, «¢ loans 224, 000, 000 
NI¢ RAC 
4 I Highway constructior Government of Nicaragua $3, 500, 000 
I ( t tior rail tor « i ties 1 1), OOU 
44 NI A ultural development Banco Nacional de Nicaragua 1, 200, 000 
lotal loans », 250, 000 
PAKISTAN 
6) PAK Railway rehat Government of Pakista $27. 200, OOK 
A} Agri ural d nent d 3, 250, 000 
t 2 10a 30). 450. OOK 
PARAGUAY 
»A Agricultural development Government of Paraguay $5, 000, 000 
PERI 
7 PI Port development Government of Peru $2, 500, 000 
67 PI Agricultural development ac 300, O00 
rt 2 loa 3, 800, 000 
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International Bank for Reconstruction and Deve opment—List of credits to 
June 30, 1953—Continued 
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40 SA | Expansion of transpe tic Ge lent Sout Africa $20, 000, 000 
41 SA Eleetric power dev Ele tv Supply ( i 1). 000. 000 
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rHAILAND 
35 TH__....| Railway rehabilitation Government of Thailand $3, 000, 00 
36 TH .-| Irrigation 1 18, 000, 000 
37 TH ‘ Port construction and development lo , 400, 000 
lotal, 3 loans 25, 400, OO 
TURKEY 
27 Tl Construction of grain-storage facilities Government of Turke $3. 900. 000 
28 Tl Port construction and deve lo 2 500, OOF 
63 Tl Electric power developme rigation do 25. 200. OO 
ind flood control 
34 Tl Foreign exchange for development of p Industrial Development Bank » 000. 000 
vate industry of 
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88 SR - Electric-pows development in Southern! Government of it Rh $28, 000, 000 
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desia lf i 
URUGUAY 
30 UR... Electric power development and _ tele Administracion General de las $33, OOO, OO 
phone equipment { is Electrica } lele- 
I del Esta 
YUGOSLAVIA 
20 YT Equipment for timber production Government of Yugoslavia $2, 700, 000 
Se TV. Equipment for electric power, coal mir lo 28, 000, 000 





non-ferrous-metal development, indus- 
try, forest products, agriculture an 
fishery, and transportation projects 

73 YU Expansion of electric power, ng, in do 30, 000, 000 
dustry, forestry, and transportat 








Total, 3 loans 60. 700, 000 


Total loans granted 1, 590, 766, 464 
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I ? ? . 
P neipal countrre ( ch were not members of the lernational Banl jor 


Reconst ind Deve opment (as of . ( ( 19506 


Argentina 

Haiti (became member of nations ank and national Monetary Fund 
September 8 1953 

In lonesia 

Israel 

Portugal 

Saudi Arabia 

Spain 

All Iron Curtain countries, 


with exception of Czechoslovakia 








